A NONSUBSTANTI VE REVI SI ON
OF STATUTES RELATI NG TO
THE LI CENSURE OF | NSURERS AND RELATED ENTI TI ES,
LI FE | NSURANCE, AND CERTAI N GROUP BENEFI T PROGRAMS
FOR GOVERNMENTAL EMPLOYEES



Submitted to the 77th Legislature
as part of the
Texas Legislative Council's
Statutory Revision Program

Austi n, Texas
2001



omts that part of Section 14 that contains
the reference to onmitted Section 13. The
omtted | aw r eads:

Sec. 14. . . . shall be subject to
judicial review as provided in Section 13 of
this Act.

Revi sor's Note
(End of Chapter)

Subsection G Section 7, and Section 13,
V.T.1.C. Article 3.53, provide authority for
the judicial review of an order or final
determ nation of the conm ssioner. The
revised law omts those provisions because
t hey are redundant of the authority provided
under Subchapter D, Chapter 36, |nsurance
Code, which was fornmerly V.T.1.C. Article
1.04. The omtted | aw reads:

[ Sec. 7]

G  Any order or final determ nation of
t he Conm ssi oner under the provisions of this
Section shall be subject to the appeal and
revi ew provisions of Article 1.04, Insurance
Code of Texas.

Sec. 13. Any party to any proceedi ng
affected by an order of the Comm ssioner or
the State Board of Insurance shall be
entitled to judicial review by follow ng the
procedure set forth in Article 1.04,
| nsurance Code of Texas.
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SUBCHAPTER A.

1551. 001.

Enpl oyees G oup Benefits Act.

GROUP BENEFI TS ADVI SORY COW TTEE

TEXAS EMPLOYEES GROUP
BENEFI TS ACT
GENERAL PROVI SI ONS
Revi sed Law

Source Law

Art.
Sec.

3.50-2
1. This Act shal

SHORT TITLE. This chapter may be cited as
(V.T.1.C. Art. 3.50-2,

be known and may



be cited as the "Texas Enpl oyees Uniform
G oup I nsurance Benefits Act."

Revi sed Law
Sec. 1551.002. PURPCSES. The purposes of this chapter are

to:

(1) provide uniformty in life, accident, and health
benefit coverages for all state officers and enpl oyees and their
dependent s;

(2) enable the state to attract and retain conpetent
and abl e enpl oyees by providing enpl oyees and their dependents
with life, accident, and health benefit coverages at | east equal
to those commonly provided in private industry;

(3) foster, pronote, and encourage enpl oynent by and
service to the state as a career profession for individuals of
hi gh standards of conpetence and ability;

(4) recognize and protect the state's investnent in
each permanent enpl oyee by pronoting and preserving economc
security and good heal th anong enpl oyees and their dependents;

(5) foster and devel op hi gh standards of
enpl oyer - enpl oyee rel ati onshi ps between the state and its
enpl oyees; and

(6) recognize the long and faithful service and
dedi cation of state officers and enpl oyees and encourage themto
remain in state service until eligible for retirenent by
providing health benefits for themand their dependents.
(V.T.1.C Art. 3.50-2, Sec. 2.)

Source Law

Sec. 2. It is hereby declared that the
pur poses of this Act are:

(a) to provide uniformty in life,
accident, and health benefits coverages on
all enployees of the State of Texas and their
dependent s;

(b) to enable the State of Texas
to attract and retain conpetent and able
enpl oyees by providing themand their
dependents with |ife, accident, and health
benefits coverages at |east equal to those
commonly provided in private industry;

(c) to foster, pronote, and
encour age enpl oynent by and service to the
State of Texas as a career profession for
persons of high standards of conpetence and
ability;

(d) to recognize and protect the
state's investnent in each permanent enpl oyee



by pronoting and preserving econom c security
and good heal th anong state enpl oyees and
t heir dependents;

(e) to foster and devel op high
st andards of enpl oyer-enpl oyee rel ati onshi ps
between the State of Texas and its enpl oyees;

(f) to recognize the service to
the state by elected state officials by
extending to them and their dependents the
same life, accident, and health benefits
coverages as are provided herein for state
enpl oyees and their dependents; and

(g) to recognize the long and
faithful service and dedication of enpl oyees
of the State of Texas and to encourage them
to remain in state service until eligible for
retirement by providing health benefits for
such enpl oyees and their dependents.

Revi sed Law
Sec. 1551.003. GENERAL DEFINITIONS. In this chapter:

(1) "Admnistering firn means a firm designated by
the board of trustees to adm ni ster coverages, services,
benefits, or requirenents in accordance with this chapter and the
rul es adopted by the board of trustees under this chapter.

(2) "Annuitant” means an individual eligible to
participate in the group benefits program under Section 1551.102.

(3) "Basic coverage" neans the group coverage plans
determ ned by the board of trustees in which each full-tine
enpl oyee and annuitant participates automatically unless
participation is specifically waived.

(4) "Board of trustees" neans the board of trustees
est abl i shed under Chapter 815, Governnment Code, to adm nister the
Enpl oyees Retirenent System of Texas.

(5) "Cafeteria plan" neans a plan defined and
aut hori zed by Section 125, Internal Revenue Code of 1986.

(6) "Enployee" neans an individual eligible to
participate in the group benefits program under Section 1551.101.

(7) "Enployer"™ neans this state and its agencies.

(8) "Executive director"” means the executive director
of the Enployees Retirenent System of Texas.

(9) "Full-time enpl oyee"” means an enpl oyee desi gnated
by the enployer as working 20 or nore hours a week.

(10) "G oup benefits progrant neans the state
enpl oyees group benefits program provided by this chapter.

(11) "Part-tine enployee" neans an enpl oyee desi gnated
by the enployer as working | ess than 20 hours a week.

(12) "Serious nental illness" has the neaning assigned




by Section 1, Article 3.51-14.

(13) "Service" neans personal service to the state
creditable in accordance with rul es adopted by the board of
trust ees.

(14) "State agency" nmeans a conm ssion, board,
departnent, division, institution of higher education, or other
agency of this state created by the constitution or statutes of
this state. The termalso includes the Texas Muni ci pal
Retirement System and the Texas County and District Retirenent
System (V.T.I1.C Art. 3.50-2, Secs. 3(a)(1), (4), (6), (10),
(11), (14) (part), (15) (part), (16), (17), (23); 3A(a) (part);
New. )

Source Law

(1) "Admnistering firnf shal
mean any firm designated by the trustee to
adm ni ster any coverages, services, benefits,
or requirenents in accordance with this Act
and the trustee's regul ations promnul gated
pur suant thereto.

(4) "Departnent” shall mean
conmi ssi on, board, agency, division,
institution of higher education, or
departnment of the State of Texas created as
such by the constitution or statutes of this
state.

(6) "Enployer" shall nmean the
State of Texas and all its departnents.

(10) "Service" shall nmean any
personal service of an enployee creditable in
accordance with rules and regul ati ons
pronul gated by the trustee.

(11) "Trustee" shall nean the
Board of Trustees provided for in Chapter
815, CGovernnent Code, to adm nister the
Enpl oyees Retirenent System of Texas.

(14) "Part-tinme enpl oyee" shal
mean, for purposes of this Act, an enpl oyee
designated by his enpl oyi ng agency as wor ki ng
| ess than 20 hours per week.

(15) "Full-tinme enpl oyee" shal
mean, for purposes of this Act, an enpl oyee
designated by his enpl oyi ng agency as wor ki ng
20 or nore hours per week.



(16) "Basic coverage" shall nean
the prograns of group coverages determ ned by
the trustee in which every full-time enpl oyee
and every annuitant participates
automatically unless participation is
specifically waived.

(17) "Cafeteria plan" neans a plan
as defined and authorized by Section 125,

I nternal Revenue Code of 1986 (26 U.S.C. Sec.
125) .

(23) "Serious nmental illness" has
t he neani ng assigned by Section 1, Article
3.51-14, Insurance Code.

Sec. 3A. (a) The Texas Mini ci pal
Retirement System and the Texas County and
District Retirenment System shall participate
in the Texas Enpl oyees Uni form G oup
| nsurance Program adm ni stered by the
Enpl oyees Retirenent System of Texas under
this Act.

Revi sor's Note

(1) Section 3(a)(1), V.T.1.C Article
3.50-2, refers to "regul ati ons" adopted by
the board of trustees. Section 3(a)(10),
V.T.1.C. Article 3.50-2, refers to "rules and
regul ati ons" adopted by the board of
trustees. Throughout this chapter, "rule" is
used instead of "regul ation" because that is
the termnore commonly used and is the term
used by Chapter 2001, Governnent Code, the
adm ni strative procedure law. In addition,
"regulations” is omtted fromthe revised | aw
t hroughout this chapter when used in
conjunction with "rul es" because under
Section 311.005(5), Governnent Code (Code
Construction Act), arule is defined to
include a regulation. That definition
applies to the revised | aw

(2) Sections 3(a)(2) and (5), V.T.1.C
Article 3.50-2, together with sone additional
provi si ons, describe annuitants and enpl oyees
eligible to participate in the group benefits
program provi ded under Article 3.50-2,
revised as this chapter. These provisions
are revised as Sections 1551. 101 and




1551. 102, respectively. For the conveni ence
of the reader, the revised | aw defines
"annui tant” and "enpl oyee" by reference to

t hese provi sions.

(3) Section 3(a)(4), V.T.1.C. Article
3.50-2, defines "departnent." The revised
| aw substitutes "state agency" for
"departnment” as the defined termto avoid
confusion with the use of "departnent”

t hroughout this code to nean the Texas
Department of |nsurance and because "state
agency" nore accurately reflects the
substance of the definition. The revised |aw
includes in the definition of state agency

t he Texas Municipal Retirenment System and the
Texas County and District Retirement System
because under Section 3A(a), V.T.1.C. Article
3.50-2, revised in this section and in
Section 1551.111, those entities participate
in the program operated under this chapter in
t he same manner as a state agency.

(4) Section 3(a)(11), V.T.I.C Article
3.50-2, defines "trustee" for purposes of
this chapter as nmeaning "the Board of
Trustees provided for in Chapter 815,
Government Code, to admi nister the Enpl oyees
Retirement System of Texas." For clarity and
conveni ence, the revised | aw substitutes
"board of trustees" for "trustee" as the
defined term The substitution of "board of
trustees” for "trustee" is also nmade
t hroughout this chapter to reflect the change
made in this section

(5) Section 3(a)(16), V.T.I.C Article
3.50-2, refers to the "prograns of group
coverages" provided as basic coverage.
V.T.1.C. Article 3.50-2 includes references
to "group coverages," "group coverage plans,"
and "group benefits coverages," as well as
other, simlar terns, and to a "group life
i nsurance program" For consistency of
term nol ogy and to avoid confusion wth the
Texas enpl oyees group benefits programas a
whol e, the revised | aw uses "group coverage
pl ans” and "group coverage" throughout this
chapter to refer to specific benefits and
coverages included in the group benefits
program



(6) The definitions of "executive
director” and "group benefits progrant are
added to the revised law for drafting
convenience and to elimnate frequent,
unnecessary repetition of the substance of
the definitions. Throughout this chapter,
appropriate changes in term nol ogy have been
made to reflect those defined terns.

Revi sed Law
Sec. 1551.004. DEFIN TION OF DEPENDENT. (a) In this
chapter, "dependent” with respect to an individual eligible to
participate in the group benefits program under Section 1551.101
or 1551.102 neans the individual's:

(1) spouse;

(2) wunmarried child younger than 25 years of age;

(3) child of any age who lives with or has the child's
care provided by the individual on a regular basis if the child
is nentally retarded or physically incapacitated to the extent
that the child is dependent on the individual for care or
support, as determ ned by the board of trustees; and

(4) child of any age who is unmarried, for purposes of
heal th benefit coverage under this chapter, on expiration of the
child' s continuation coverage under the Consolidated Omi bus
Budget Reconciliation Act of 1985 (Pub. L. No. 99-272).

(b) In this section, "child" includes an adopted child and
a stepchild, foster child, or other child who is in a
parent-child relationship with an individual who is eligible to
participate in the group benefits program under Section 1551.101
or 1551.102. (V.T.1.C. Art. 3.50-2, Sec. 3(a)(8).)
Source Law

(8) "Dependent" shall nean the
spouse of an enpl oyee or retired enpl oyee
and:

(A) an unmarried child under
25 years of age, including an adopted child
and a stepchild, foster child, or other child
who is in a regular parent-child
rel ati onshi p;

(B) any such child,
regardl ess of age, who lives with or whose
care is provided by an enpl oyee or annuitant
on a regular basis if such child is nentally
retarded or physically incapacitated to such
an extent as to be dependent upon the
enpl oyee or retired enpl oyee for care or
support, as the trustee shall determ ne; and

(© any such child who is



unmarried, regardl ess of age, for purposes of
heal th benefits coverage under this Act, on
expiration of the child' s continuation
coverage under the Consolidated Omi bus
Budget Reconciliation Act of 1985 (Pub. L.
99-272).

Revi sor's Note
Section 3(a)(8), V.T.I.C. Article
3.50-2, refers to an "enployee,” a "retired
enpl oyee, " and an "annuitant." Under Section
3(a)(5), VW.T.1.C. Article 3.50-2, "enpl oyee”
is defined to include specified annuitants.
Section 3(a)(5) is revised as Sections
1551. 101 and 1551. 102, which delineate
participation eligibility requirements for
enpl oyees and annuitants. Throughout this
chapter, where appropriate, the revised | aw
substitutes "individual eligible to
participate in the group benefits program
under Section 1551.101 or 1551.102" for the
guot ed termns.
Revi sed Law
Sec. 1551.005. DEFIN TION OF HEALTH BENEFI T PLAN. (a) 1In
this chapter, "health benefit plan"” means a plan that provides,
pays for, or reinburses expenses for health care services,
i ncludi ng conparabl e health care services for participants who
rely solely on spiritual neans through prayer for healing in
accordance with the teaching of a well-recognized church or
denom nati on.
(b) A health benefit plan shall be provided on a group
basi s through:

(1) a policy or contract;

(2) a nedical, dental, or hospital service agreenent;
(3) a nenbership or subscription contract;

(4) a salary continuation plan;

(5) a health maintenance organi zati on agreenent;

(6) a preferred provider arrangenent; or

(7) any other simlar group arrangenent or a
conbi nati on of policies, plans, contracts, agreenents, or
arrangenments described by this subsection. (V.T.1.C. Art. 3.50-2,
Sec. 3(a)(7).)
Source Law

(7) "Health benefits plan" shal
mean any group policy or contract, mnedical,
dental, or hospital service agreenent,
menber shi p or subscription contract, salary



continuation plan, health maintenance

organi zati on agreenent, preferred provider
arrangenment, or any simlar group arrangenent
or any conbi nation of those policies, plans,
contracts, agreenments, or arrangenents

provi ded for the purpose of providing, paying
for, or reinbursing expenses for health care
servi ces, including conparable health care
services for enpl oyees who rely solely on
spiritual neans through prayer for healing in
accordance with the teaching of a well

recogni zed church or denom nation

Revi sor's Note
Section 3(a)(7), V.T.1.C. Article
3.50-2, refers to health care services for
certain "enployees.” The revised | aw
substitutes "participants” for "enpl oyees”
because it is clear fromthe context of the
source law that the legislature intended to
refer to all individuals participating in the
group benefits program including eligible
dependents. Throughout this chapter, simlar
changes are nade where appropriate.
Revi sed Law
Sec. 1551.006. DEFIN TION OF I NSTI TUTI ON OF H GHER
EDUCATION. (a) |In this chapter, except as provided by Subsection
(b), "institution of higher education” means a public junior
coll ege, a senior college or university, or any other agency of
hi gher education within the nmeaning and jurisdiction of Chapter
61, Educati on Code.
(b) In this chapter, "institution of higher education" does
not i ncl ude:
(1) an entity in The University of Texas System as
descri bed by Section 65.02, Education Code; and
(2) an entity in The Texas A&M University System as
described by Subtitle D, Title 3, Education Code, including the
Texas Veterinary Medical D agnostic Laboratory. (V.T.1.C
Art. 3.50-2, Secs. 3(a)(18), (19), (20).)
Source Law

(18) "Institution of higher
educati on” neans any public conmunity/junior
coll ege or senior college or university, or
any ot her agency of higher education within
the neaning and jurisdiction of Chapter 61,
Educati on Code, except The University of
Texas System and The Texas A&M University



System

(19) "The University of Texas
Systent neans the entities listed or
described in Section 65.02, Education Code.

(20) "The Texas A&M University
Systent neans the entities governed under
Chapters 85 through 88, Education Code, and
i ncludes the Texas Veterinary D agnostic
Laboratory.

Revi sor's Note
(1) Section 3(a)(18), V.T.I.C. Article
3.50-2, refers to a "public conmunity/junior
coll ege.” Throughout this chapter, the
revised | aw substitutes "public junior
col l ege"” for "public conmunity/junior
col | ege" because "public junior college" is
the standard statutory termfor those
col l eges. See Section 61.003, Education
Code, and Chapter 130, Education Code.
(2) Section 3(a)(20), V.T.1.C. Article
3.50-2, refers to "Chapters 85 through 88,
Educati on Code." Those chapters nmake up
Subtitle D, Title 3, Education Code, and the
revised law refers to that subtitle.
Revi sed Law
Sec. 1551.007. DEFINITION OfF CARRIER In this chapter,
“carrier" means:
(1) an insurance conpany that is authorized by the
departnment under this code to provide any of the types of
i nsurance coverages, benefits, or services provided for in this
chapter and that:
(A) has a surplus of $1 million;
(B) has a successful operating history; and
(© has had successful experience, as determ ned
by the departnment, in providing and servicing any of the types of
group coverage provided for in this chapter
(2) a corporation operating under Chapter 842 or 843
that provides any of the types of coverage, benefits, or services
provided for in this chapter and that:
(A) has a successful operating history; and
(B) has had successful experience, as determ ned
by the departnent, in providing and servicing any of the types of
group coverage provided for in this chapter; or
(3) any conbination of carriers described by
Subdi visions (1) and (2) on terns the board of trustees
prescribes. (V.T.1.C. Art. 3.50-2, Secs. 3(a)(3), (9) (part).)




Source Law

(3) "Carrier" shall nean a
qualified carrier as defined in this Act.

(9) "Qualified carrier"” shal
nmean:

(A) any insurance conpany
authorized to do business in this state by
the Texas Departnent of Insurance to provide
any of the types of insurance coverages,
benefits, or services provided for in this
Act under any of the insurance |aws of the
State of Texas, which has a surplus of $1
mllion, a successful operating history, and
whi ch has had successful experience in
provi ding and servicing any of the types of
group coverage provided for in this Act as
determ ned by the Texas Departnent of
| nsur ance;

(B) any corporation operating
under Chapter 20 of the Insurance Code or
under the Texas Heal th Mi ntenance
Organi zati on Act (Chapter 20A, Vernon's Texas
| nsurance Code) which provides any of the
types of coverage, benefits, or services
provided for in this Act, a successful
operating history, and which has had
successful experience in providing and
servicing any of the types of group coverage
provided for in this Act as determ ned by the
Texas Departnment of Insurance; or

(© any conbi nation or
carriers as herein defined, upon such terns
and conditions as may be prescribed by the
t rust ee,

Revisor's Note

(1) Section 3(a), V.T.1.C. Article
3.50-2, defines "carrier" as a "qualified
carrier." Section 3(a)(9) of that article

defines "qualified carrier.”™ The revised |aw
defines only "carrier” and omts the
reference to "qualified carrier.” "Carrier”

is the termused throughout this chapter.
(2) Section 3(a)(9) (A, V.T.I.C

Article 3.50-2, refers to "any insurance

conpany authorized . . . to provide any of



the [coverages] . . . under any of the
i nsurance laws of the State of Texas." The
revised | aw substitutes "this code" for
"insurance |laws of the State of Texas"
because all of the laws of this state
relating to the authorization of insurance
conpanies and related entities have been
codified in this code.
(3) Section 3(a)(9)(0, V.T.I.C
Article 3.50-2, refers to the "terns and
conditions" the trustee may prescribe. The
reference to "conditions"” is omtted fromthe
revi sed | aw because "conditions" is included
within the nmeaning of "terns."
Revi sed Law
Sec. 1551.008. APPLICABILITY OF DEFINITIONS. The definition
of a termdefined by this subchapter and the use of the terns
"enpl oyee" and "annuitant” to refer to individuals eligible to
participate in the group benefits program under Sections 1551.101
and 1551. 102 apply to this chapter unless a different neaning is
plainly required by the context in which the term appears.
(VW.T.1.C Art. 3.50-2, Sec. 3(a) (part).)
Source Law

Sec. 3. (a) Unless a different neaning
is plainly required by the context, the
foll owi ng words and phrases as used in this
Act shall have the foll ow ng nmeanings:

Revi sed Law
Sec. 1551.009. BOARD OF TRUSTEES MAY DEFI NE OTHER WORDS.
The board of trustees may define by rule a word in terns
necessary in the admnistration of this chapter. (V.T.1.C
Art. 3.50-2, Sec. 3(b).)

Source Law

(b) In addition to the foregoing
definitions, the trustee shall have authority
to define by rule any words in terns
necessary in the admnistration of this Act.

Revi sed Law
Sec. 1551.010. BOARD OF TRUSTEES APPROVAL FOR PAYROLL
DEDUCTI ONS OR REDUCTI ONS. A state agency may not establi sh,
continue, or authorize payroll deductions or reductions for any
benefit or coverage as provided by this chapter w thout the
express approval of the board of trustees. (V.T.1.C Art. 3.50-2,




Sec. 5(d).)
Source Law

(d) No departnent shall establi sh,
continue, or authorize payroll deductions or
reductions for any benefits or coverage as
provided in this Act w thout the express
approval of the trustee.

Revi sed Law
Sec. 1551.011. EXEMPTI ON FROM EXECUTI ON. Al |l benefit
paynents, contributions of enployees and annuitants, and optional
benefit paynents, any rights, benefits, or paynents accruing to a
person under this chapter, and all nmoney in a fund created by
this chapter
(1) are exenpt from execution, attachment,
garni shment, or any other process; and
(2) may not be assigned, except:
(A) for direct paynent that a participant may
assign to a provider of health care services; and
(B) as specifically provided by this chapter.
(V.T.1.C Art. 3.50-2, Sec. 10(a).)
Source Law

Sec. 10. (a) Exenption from Execution
Al'l benefit paynents, enployee contributions,
optional benefits paynents, and any and al
rights, benefits, or paynments accruing to any
person under the provisions of this Act, as
well as all nmoney in any fund created by this
Act, shall be and the sane are hereby exenpt
from execution, attachnment, garnishnment, or
any ot her process whatsoever and shall be
unassi gned except for direct paynent which
t he enpl oyee may assign to providers of
heal th care services and as specifically
provided in this Act.

Revi sed Law

Sec. 1551.012. EXEMPTI ON FROM STATE TAXES AND FEES. Any
coverage established under this chapter, including a policy, an
i nsurance contract, a certificate of coverage, an evidence of
coverage, and an agreenent with a heal th mai nt enance organi zation
or a plan adm nistrator, is not subject to any state tax,
regul atory fee, or surcharge, including a prem um or nmaintenance
tax or fee. (V.T.I.C Art. 3.50-2, Sec. 10(b).)




Source Law

(b) Policies, insurance contracts,
certificates of coverage, evidence of
coverage, and agreenents with health
mai nt enance organi zati ons and pl an
adm ni strators, or any other coverages
establ i shed under this Act, shall not be
subject to any state tax, regulatory fee, or
surcharge, including prem um or maintenance
taxes or fees.

Revi sed Law
Sec. 1551.013. COMVBI NI NG OF CARRI ERS NOT RESTRAI NT OF
TRADE. Carriers conmbining to bid, underwite, or both bid and
underwite for the group benefits programare not in violation of
Chapter 15, Business & Commerce Code. (V.T.1.C Art. 3.50-2, Sec.

3(a)(9) (part).)

Source Law

(9) . . . providing, however, that
for purposes of this Act carriers conbining
for the purpose of bidding and/or
underwiting this programshall not be
considered in violation of Sections 15.01
t hrough 15.34, Chapter 15, Title 2,
Conmpetition and Trade Practices, Texas
Busi ness & Conmerce Code.

Revi sor's Note

Section 3(a)(9), V.T.1.C. Article
3.50-2, refers to "Sections 15.01 through
15. 34, Chapter 15, Title 2, Conpetition and
Trade Practices, Texas Business & Conmerce
Code." Because sone of the sections referred
to have been repealed, the revised law omts
specific references to sections and refers
only to Chapter 15, Business & Commerce Code.

Revi sor's Note

(End of Subchapter)

Sections 3(a)(12), (13), (21), and (22),
V.T.1.C. Article 3.50-2, define "active
enpl oyee plan,"” "retired enpl oyees plan,”
"Texas Tech University,"” and "University of
Houston System ™ The revised |law omts these
definitions because the defined terns are not
used in the source law for this chapter or in



the revision. The omtted definitions read:

(12) "Active enployee plan" shal
nmean a plan or program of group coverages as
determ ned by the trustee as defined in
Par agraph (11) above for the benefit of
enpl oyees as defined in this Act who are not
retired.

(13) "Retired enpl oyees plan”
shall nean a plan or program of group
coverages as determned by the trustee for
all retired enployees as defined in this
Act .

(21) "Texas Tech University" neans
Texas Tech University, the Texas Tech
Uni versity Museum and the Texas Tech
Uni versity Health Sciences Center.

(22) "University of Houston
Systent neans the entities governed under
Section 111. 20, Education Code.

[ Sections 1551.014-1551. 050 reserved for expansion]

SUBCHAPTER B. ADM NI STRATI ON AND | MPLEMENTATI ON
Revi sed Law
Sec. 1551.051. ADM NI STRATI ON AND | MPLEMENTATI ON. The
adm ni stration and inplenmentation of this chapter are vested
solely in the board of trustees. (V.T.1.C. Art. 3.50-2, Sec. 4

(part).)

Source Law

Sec. 4. The adm nistration and
i npl ementation of this Act are vested solely
in the trustee.

Revi sed Law
Sec. 1551.052. AUTHORITY FOR RULES, PLANS, PROCEDURES, AND
ORDERS. (a) The board of trustees may adopt rul es consistent
with this chapter as it considers necessary to inplenent this
chapter and its purposes, including rules that provide standards
for determining eligibility for participation in the group
benefits program including standards for determ ning disability.
(b) The board of trustees nmay adopt a plan, procedure, or
order reasonably necessary to inplenent this chapter and its
purposes. (V.T.1.C. Art. 3.50-2, Secs. 4 (part), 4A (part).)
Source Law

Sec. 4. . . . The trustee shall have



full power and authority to promul gate al

rul es, regul ations, plans, procedures, and
orders reasonably necessary to inplenent and
carry out the purposes and provisions of this
Act in all its particulars, including but not
limted to the foll ow ng:

(h) adoption of all rules and
regul ati ons consistent with the provisions of
this Act and its purpose as it deens
necessary to carry out its statutory duties
and responsibilities;

Sec. 4A. The trustee may adopt rules
consistent with this Act that provide
standards for determning eligibility for
participation in the program established by
this Act, including standards for determ ning
di sability.

Revi sor's Note
Section 4, V.T.1.C. Article 3.50-2,
refers to purposes, "including but not
l[imted to the foll ow ng" purposes. "[B]ut
not limted to the followng” is omtted from
the revised | aw as unnecessary because
Section 311.005(13), Governnent Code (Code
Construction Act), and Section 312.011(19),
Gover nment Code, provide that "include" and
"including" are terns of enlargenent and not
of limtation and do not create a presunption
t hat conponents not expressed are excl uded.
Revi sed Law
Sec. 1551.053. AUTHORITY TO H RE EMPLOYEES. (a) The board
of trustees may hire enpl oyees as the board considers necessary
to ensure the proper admnistration of this chapter and the
coverages, services, and benefits provided for or authorized by
this chapter
(b) The board of trustees shall determ ne and assign the
conpensation and duties of the enployees. (V.T.1.C. Art. 3.50-2,
Sec. 4 (part).)

Source Law

Sec. 4. . . . As it shall deem necessary
to insure the proper admnistration of this
Act and the insurance coverages, services,
and benefits provided for or authorized by
this Act, the trustee, as an agency of the



State of Texas, shall have full power and
authority to hire enployees. The duties of
such enpl oyees and their conpensation shal
be determ ned and assigned by the

t rust ee.

Revi sor's Note
(1) Section 4, V.T.1.C. Article 3.50-2,
refers to adm nistration of "insurance
coverages." It is clear that the | anguage is
i ntended to enconpass any of the group
coverages offered through the group benefits
program including health benefit plans
of fered in accordance with Section 3(a)(7),
V.T.1.C. Article 3.50-2, revised in this
chapter as Section 1551.005. Sone of the
coverage provi ded may not be insurance
coverage. For exanple, coverage offered by a
heal t h mai nt enance organi zation i s not
i nsurance coverage. As a result, the revised
law omts the reference to "insurance."
(2) Section 4, V.T.1.C. Article 3.50-2,
refers to the trustee "as an agency of the
State of Texas." The revised law omts this
| anguage as unnecessary because the trustee,
which is the board of trustees provided for
in Chapter 815, Governnment Code, to
adm ni ster the Enpl oyees Retirenment System of
Texas, is clearly an agency of the state.
Revi sed Law
Sec. 1551.054. LIABILITY I NSURANCE. The board of trustees
may purchase liability insurance for the board and enpl oyees and
agents of the board in anmounts that the board, in its sole
di scretion, considers reasonable and necessary. (V.T.I.C
Art. 3.50-2, Sec. 4 (part).)
Source Law

Sec. 4. . . . [The trustee shall have
full power and authority to promnul gate al
rul es, regul ations, plans, procedures, and
orders reasonably necessary to inplenent and
carry out the purposes and provisions of this
Act in all its particulars, including but not
limted to the follow ng:]

(1) purchase of liability
i nsurance for the coverage of the trustees,
enpl oyees, and agents of the board of



trustees in such anmbunts as the board of
trustees, in its sole discretion, considers
reasonabl e and necessary;

Revi sed Law
Sec. 1551.055. GENERAL PONERS OF BOARD OF TRUSTEES

REGARDI NG COVERAGE PLANS. The board of trustees may:

(1) prepare specifications for a coverage provi ded
under this chapter

(2) prescribe the tinme and conditions under which an
individual is eligible for a coverage provided under this
chapter;

(3) determne the nethods and procedures of clains
adm ni stration;

(4) determ ne the anount of payroll deductions and
reducti ons applicable to enpl oyees and annuitants and establish
procedures to inplement those deductions and reductions;

(5) establish procedures for the board of trustees to
deci de contested cases arising froma coverage provided under
this chapter

(6) study, on an ongoing basis, the operation of al
coverages provided under this chapter, including gross and net
costs, administration costs, benefits, utilization of benefits,
and clains adm nistration;

(7) admnister the enployees |ife, accident, and
heal th i nsurance and benefits fund;

(8) provide the beginning and endi ng dates of
coverages of participants under all benefit plans;

(9) develop basic group coverage plans applicable to
all individuals eligible to participate in the group benefits
program under Sections 1551.101 and 1551.102;

(10) provide for optional group coverage plans in
addition to the basic group coverage pl ans;

(11) provide, as the board of trustees determnes is
appropriate, either additional statew de optional coverage plans
or individual agency coverage pl ans;

(12) develop health benefit plans that permt access
to high-quality, cost-effective health care;

(13) design, inplenent, and nonitor health benefit
pl an features intended to di scourage excessive utilization,
pronote efficiency, and contain costs;

(14) develop and refine, on an ongoing basis, a health
benefit strategy consistent with evol ving benefit delivery
systens; and

(15) develop a funding strategy that efficiently uses
enpl oyer contributions to achieve the purposes of this chapter
and that is reasonable and ensures participants a fair choice



anong health benefit plans as provided by Section 1551.302.
(V.T.1.C Art. 3.50-2, Sec. 4 (part).)
Source Law

Sec. 4. . . . [The trustee shall have
full power and authority to promnul gate al
rul es, regul ations, plans, procedures, and
orders reasonably necessary to inplenent and
carry out the purposes and provisions of this
Act in all its particulars, including but not
[imted to the foll ow ng:]

(a) preparation of specifications
for coverages provided by authority of this
Act ;

(b) prescribing the tinme at which
and the conditions under which an enployee is
eligible for all coverages provided under
this Act;

(c) determnation of the methods
and procedures of clains adm nistration;

(d) determ nation of the anount of
enpl oyee payroll deductions and reductions
and the responsibility of establishing
procedures by which such deductions and
reductions shall be made;

(e) establishnment of procedures by
whi ch the trustee shall decide contested
cases arising from prograns or coverages
provi ded under authority of this Act;

(f) continuing study of the
operation of all coverages provided under
this Act, including such matters as gross and
net cost, adm nistration costs, benefits,
utilization of benefits, and clains
adm ni stration;

(g) admnistration of the
Enpl oyees Life, Accident, and Health
| nsurance and Benefits Fund, providing for
t he begi nning and endi ng dates of coverages
of enpl oyees and annuitants and their
dependents under all benefit plans;

(1) devel opnment of basic plans of
group coverages and benefits applicable to
all enployees. The trustee also may provide
for optional group coverages and benefits in
addition to the basic plan;

(j) to provide either additional



st at ewi de optional prograns or individual
agency optional prograns as the trustee may
determ ne i s appropriate;

(m devel opment of health benefits
pl ans that permt access to high quality,
cost-effective health care;

(n) designing, inplenenting, and
nmoni toring health benefits plan features
i ntended to di scourage excessive utilization,
pronote efficiency, and contain costs;

(o) devel opnent and conti nui ng
refinement of a health care benefit strategy
consi stent with evolving benefit delivery
systens; and

(p) devel opnment of a funding
strategy to efficiently utilize enployer
contributions to achieve the purposes of this
Act and which is reasonabl e and assures
enpl oyees and retired enpl oyee annuitants a
fair choice anong health benefit plans as set
out in Section 14 of this Act.

Revi sor's Note

Section 4(i), V.T.1.C. Article 3.50-2,
refers to the authority of the board of
trustees for the "devel opment of basic plans
of group coverages and benefits applicable to
all enployees.” The revised law omts the
reference to "benefits" because in this
context, "benefits" are clearly included
wi thin the nmeaning of "coverages."

Revi sed Law

Sec. 1551.056. | NDEPENDENT ADM NI STRATOR. (a) The board of
trustees may, on a conpetitive bid basis, contract with an entity
to act for the board as an independent adm nistrator or manager
of the coverages, services, and benefits authorized under this
chapter.

(b) The entity nust be a qualified, experienced firm of
group insurance specialists or an adm nistering firmand shal
assi st the board of trustees in ensuring the proper
adm ni stration of this chapter and the coverages, services, and
benefits provided for or authorized by this chapter.

(c) The board of trustees shall pay an independent
adm ni strator selected under this section. (V.T.1.C. Art. 3.50-2,
Sec. 4 (part).)




Source Law

Sec. 4. . . . The trustee may, on a
conpetitive bid basis, contract with a
qual i fied, experienced firmof group
i nsurance specialists or an adm nistering
firmwho shall act for the trustee in a
capacity as independent adm nistrators and
managers of the prograns authorized under
this Act. The independent adm nistrator so
selected by the trustee shall assist the
trustee to insure the proper admnistration
of the Act and the coverages, services, and
benefits provided for or authorized by the
Act and shall be paid by the trustee.

Revi sed Law
Sec. 1551.057. COVPENSATI ON OF PERSON EMPLOYED BY BOARD OF

TRUSTEES. The board of trustees shall pay the conpensation and
expenses of a person enployed by the board at the rate or in the
anount approved by the board. The rate or anobunt may not exceed
the rate or anount paid for simlar services. (V.T.1.C
Art. 3.50-2, Sec. 4 (part).)

Source Law

Sec. 4. . . . Conpensation of al
persons enpl oyed by the trustee and their
expenses shall be paid at such rates and in
such anounts as the trustee shall approve,
providing that in no case shall they be
greater than those expenses paid for |ike or
simlar services.

Revi sed Law
Sec. 1551.058. ELECTRONI C AUTHORI ZATIONS. (a) The board of
trustees may develop a systemfor a participant to electronically
aut hori ze:
(1) enrollnment in a coverage or benefit;
(2) <contributions to a coverage or benefit; and
(3) deductions or reductions to the participant's
conpensation or annuity for participation in a coverage or
benefit.
(b) Notw thstanding any other |aw, the board of trustees
may permit or require an authorization covered by Subsection (a)
to be nmade electronically. (V.T.1.C. Art. 3.50-2, Sec. 4C.)
Source Law

Sec. 4C. (a) The trustee nmay develop a



system for an enployee or annuitant to
el ectronically authori ze:

(1) enrollnent in a coverage or
benefit program

(2) <contributions to a coverage or
benefit program and

(3) deductions or reductions to
t he conpensation or annuity of the enpl oyee
or annuitant for participation in a coverage
or benefit program

(b) The trustee may permt or require

an aut horization covered by Subsection (a)
of this section to be made el ectronically,
notw thstanding any law to the contrary.

Revi sed Law
Sec. 1551.059. CERTIFI CATE OF COVERAGE. The board of

trustees shall provide for issuance to each enpl oyee or annuitant
participating in the group benefits programa certificate of
coverage that states:

(1) the benefits to which the participant is entitled;

(2) to whomthe benefits are payabl e;

(3) to whoma claimnust be submtted; and

(4) the provisions of the plan docunent, in sumrary
form that principally affect the participant. (V.T.I1.C
Art. 3.50-2, Sec. 6(a).)

Source Law

Sec. 6. (a) The trustees shall provide
for the issuance to each enpl oyee insured
under this Act a certificate of insurance
setting forth the benefits to which the
enpl oyee is entitled, to whomthe benefits
are payable, to whomthe clains shall be
subm tted, and summarizing the provisions of
the policy principally affecting the
enpl oyee.

Revi sed Law
Sec. 1551.060. | DENTIFI CATION CARDS. (a) The board of
trustees may issue a single identification card to a participant
in a health benefit plan and separately adm ni stered coverage
under this chapter that offers pharmacy benefits.
(b) The card may contain information regarding both health
and pharmacy benefits. (V.T.1.C. Art. 3.50-2, Sec. 6(b).)




Source Law

(b) The trustee may issue a single
identification card to participants in a
heal th benefits plan and separately
adm ni stered coverage under this Act that
of fers pharmacy benefits. The card may
contain information regarding both health and
phar macy benefits.

Revi sed Law
Sec. 1551.061. ANNUAL REPORT. The board of trustees shal
submt a witten report not later than January 1 of each year to
t he governor, I|ieutenant governor, speaker of the house of
representatives, and Legislative Budget Board concerning the
coverages provided and the benefits and services being received
by all participants under this chapter. The report nust include
i nformati on about the effectiveness and efficiency of:
(1) managed care cost containnent practices; and
(2) fraud detection and prevention procedures.
(V.T.1.C Art. 3.50-2, Sec. 7.)
Source Law

Sec. 7. The trustee shall nmake a witten
report not later than January 1 of each year
to the governor, |ieutenant governor, speaker
of the house of representatives, and
Legi sl ati ve Budget Board concerning the
coverages provided and the benefits and
services being received by all enployees
i nsured under the provisions of this Act and
including informati on about the effectiveness
and efficiency of managed care cost
cont ai nment practices and fraud detection and
prevention procedures.

Revi sed Law
Sec. 1551.062. | NFORMATI ON ON OPERATI ON AND ADM NI STRATI ON
OF CHAPTER. (a) The board of trustees shall:
(1) conduct a continuing study of the operation and
adm ni stration of this chapter, including:
(A) conducting surveys and preparing reports on
group coverages and benefits available to participants; and
(B) studying experience relating to group
coverages and benefits available to participants; and
(2) maintain statistics on the nunber, type, and
di sposition of fraudulent clains for benefits under this chapter.
(b) A contract entered into under this chapter nmust require




a carrier to:

(1) furnish any reasonable report the board of
trustees determnes is necessary to enable the board to perform
its functions under this chapter; and

(2) permt the board and a representative of the state
auditor to exam ne records of the carrier as necessary to
acconplish the purposes of this chapter.

(c) Each state agency shall keep records, make
certifications, and furnish the board of trustees with
informati on and reports necessary to enable the board to perform
its functions under this chapter. (V.T.1.C. Art. 3.50-2, Sec.
17.)

Source Law

Sec. 17. (a) The trustee shall

(1) make a continuing study of the
operation and adm nistration of this Act,
i ncl udi ng surveys and reports of group
coverages and benefits available to enpl oyees
and on the experience thereof; and

(2) maintain statistics on the
nunber, type, and disposition of fraudul ent
clains for benefits under this Act.

(b) Each contract entered into under
this Act shall contain provisions requiring
carriers to

(1) furnish such reasonabl e
reports as the trustee determ nes to be
necessary to enable it to carry out its
functions under this Act; and

(2) permt the trustee and
representatives of the state auditor to
exam ne records of the carriers as may be
necessary to carry out the purposes of this
Act .

(c) Each state departnent shall keep
such records, make such certifications, and
furnish the trustee with such information and
reports as may be necessary to enable the
trustee to carry out its functions under this
Act .

Revi sed Law
Sec. 1551.063. CONFI DENTI ALI TY OF CERTAIN RECORDS. (a) The
records of a participant in the group benefits programin the
custody of the board of trustees, or of an adm nistrator or
carrier acting on behalf of the board, are confidential and not
subject to disclosure and are exenpt fromthe public access




provi sions of Chapter 552, Governnent Code, except as provided by
this section.

(b) The records may be released to a participant or to an
aut hori zed attorney, famly menber, or representative acting on
behal f of the participant.

(c) The board of trustees may rel ease the records to:

(1) an admnistrator, carrier, agent, or attorney
acting on behalf of the board;

(2) another governnmental entity;

(3) a nedical provider of the participant to
acconplish the purposes of this chapter; or

(4) a party in response to a subpoena issued under
applicable | aw

(d) The records of a participant remain confidential after
rel ease to a person as authorized by this section.

(e) The records of a participant may becone part of the
public record of an adm nistrative or judicial proceeding rel ated
to a contested case under this chapter unless the records are
closed to public access by a protective order issued under
applicable law. (V.T.1.C Art. 3.50-2, Sec. 10(c).)

Source Law

(c) The records of a participant in the
Texas Enpl oyees Uniform G oup | nsurance
Programin the custody of the trustee, or of
an admnistrator or carrier acting on behalf
of the trustee, are confidential and not
subj ect to disclosure and are exenpt fromthe
publ i c access provisions of Chapter 552,

Gover nment Code, except as provided by this
subsection. Records nmay be released to a
participant or to an authorized attorney,
fam |y menber, or representative acting on
behal f of the participant. The trustee may
rel ease the records to an adm nistrator,
carrier, or agent or attorney acting on
behal f of the trustee, to another
governnmental entity, to a nedical provider of
the participant for the purpose of carrying
out the purposes of this Act, or to a party
in response to a subpoena issued under
applicable law. The records of a participant
remai n confidential after release to a person
as authorized by this subsection. The
records of a participant may becone part of
the public record of an adm nistrative or
judicial proceeding related to a contested
case under this Act, unless the records are



closed to public access by a protective order
i ssued under applicable | aw.

Revi sed Law

Sec. 1551.064. CERTAIN GROUP HEALTH AND ACCI DENT PQOLI Cl ES
OR CONTRACTS. (a) This section applies only to a group policy or
contract described by Section 3B(a), Article 3.51-6. A policy or
contract executed under this chapter nust provide that:

(1) premum paynents nust be:
(A) paid directly to the Enpl oyees Retirenent
System of Texas; and
(B) postmarked or received not later than the
10t h day of the nonth for which the premumis due;
(2) the premumfor group continuation coverage under
Section 3B, Article 3.51-6, may not exceed the |evel established
for other surviving dependents of deceased enpl oyees and
annui t ant s;
(3) at the tine the group policy or contract is
delivered, issued for delivery, renewed, anmended, or extended,
t he Enpl oyees Retirenent System of Texas shall give notice of the
continuation option to each state agency covered by the group
benefits program and
(4) each state agency shall give witten notice of the
continuation option to each enpl oyee and dependent of an enpl oyee
who is covered by the group benefits program

(b) A group policy or contract executed under this chapter
nmust provide that, not later than the 15th day after the date of
any severance of the famly relationship that m ght activate the
continuation option under Section 3B, Article 3.51-6, the group
menber shall give witten notice of the severance to the
enpl oyi ng state agency.

(c) On receipt of notice under Subsection (b) or on the
deat h of an enpl oyee, the enploying state agency shall give
witten notice of the continuation option to each affected
dependent. The notice nust state the anbunt of the premumto be
charged and nust be acconpani ed by any necessary enrol | nment
formns.

(d) A covered dependent nust exercise the continuation
option not later than the 45th day after the date of:

(1) the severance of the famly relationship; or
(2) the retirenment or death of the group nenber.

(e) A covered dependent nust provide witten notice of the
exercise of the continuation option to the enpl oying state agency
within the tinme prescribed by Subsection (d). Coverage under the
policy or contract remains in effect during the period prescribed
by Subsection (d) if the prem uns are paid.

(f) Any period of previous coverage under the policy or
contract nust be used in full or partial satisfaction of any




required probationary or waiting periods provided in the policy
or contract for dependent coverage. (V.T.1.C Art. 3.51-6, Sec.
3B(m.)

Source Law

(m Contracts executed pursuant to the
Texas Enpl oyees Uniform G oup | nsurance
Benefits Act (Article 3.50-2, Vernon's Texas
| nsurance Code) shall provide that:

(1) Prem um paynents nust be
remtted directly to the Enpl oyees Retirenent
System of Texas and must be post marked or
received not later than the 10th day of the
month for which the premumis due.

(2) The premumfor this group
continuation coverage may not exceed the
| evel established for other surviving
dependents of deceased enpl oyees or retirees.

(3) At the tine the health
i nsurance policy is delivered, issued for
delivery, renewed, anended, or extended on or
after January 1, 1986, the Enpl oyees
Retirenment System of Texas shall give notice
of the continuation option to each
conmi ssi on, agency, and institution covered
by the program The comm ssions, agencies,
and institutions shall give witten notice of
the continuation option to each of their
enpl oyees and each dependent of those
enpl oyees who are covered by the health
i nsurance program

(4) Each nenber of the group shal
give witten notice to the enpl oyi ng agency
wi thin 15 days of any severance of famly
rel ati onship that m ght activate the
continuation option under Subsection (b) of
this section. Upon receipt of such notice or
upon the death of an enpl oyee, the enploying
agency shall give witten notice to each
af fect ed dependent of the continuation
option, which shall include a statenent of
t he amount of the premumto be charged.
Notice under this paragraph will be
acconpani ed by any necessary enrol | nment
forms.

(5) The covered dependent nust
exercise this continuation option within 45
days fromthe severance of the famly



rel ationship or the retirement or death of
t he nmenber and nust provide witten
notification to the enploying agency within
45 days. Coverage under the health insurance
policy remains in effect during this 45-day
period provided the policy prem uns are paid.
(6) Any period of previous
coverage under the health insurance policy is
to be used in full or partial satisfaction of
any required probationary or waiting periods
provided in the contract for dependent
cover age.

Revisor's Note

(1) Section 3B(m, V.T.1.C. Article
3.51-6, applies only to a policy or contract
descri bed by Section 3B(a) of that article.
The revised | aw i ncludes a reference to that
secti on.

(2) Section 3B(m(3), V.T.1.C. Article
3.51-6, refers to an insurance policy under
t he Texas Enpl oyees Uniform G oup | nsurance
Benefits Act (revised as this chapter) that
is "delivered, issued for delivery, renewed,
anmended, or extended on or after January 1,
1986." The revised law omts the reference
to January 1, 1986, as obsolete; any
i nsurance policy or contract under that act
in effect nowor in the future would have
been delivered, issued, renewed, anended, or
extended on or after that date.

Revisor's Note

(End of Subchapter)

Section 4, V.T.1.C. Article 3.50-2,
aut hori zes the board of trustees to enter
into interagency contracts. The revised | aw
omts this provision because it duplicates
t he aut horization provided for all state
agenci es by Chapter 771, Governnment Code.

The omtted | aw reads:

Sec. 4. . . . Also, as an agency of the
State of Texas, the trustee shall have ful
power and authority to enter into interagency
contracts with any departnent of the State of
Texas. The interagency contracts shal
provide for reinbursenent to the state
departnents and shall define the services to



be perforned by the departnments for the
t rust ee.

[ Sections 1551. 065-1551. 100 reserved for expansion]

SUBCHAPTER C. COVERAGE AND PARTI Cl PATI ON
Revi sed Law

Sec. 1551.101. PARTICI PATION ELIGBILITY: STATE OFFI CERS
AND EMPLOYEES. (a) An elected or appointed officer or enployee
who perforns service, other than as an i ndependent contractor,
for this state, including an institution of higher education, and
who is described by this section is eligible to participate in
the group benefits program as an enpl oyee.

(b) An individual is eligible to participate in the group
benefits program as provided by Subsection (a) if the individual
recei ves conpensation for service perfornmed for this state
pursuant to a payroll certified by a state agency, other than an
institution of higher education, or by an elected or appointed
officer of this state, including a paynent nade from

(1) an anount appropriated by the legislature froma
state fund;

(2) a trust fund held by the conptroller; or

(3) noney paid under the official budget of a state
agency, other than noney appropriated under a general
appropriations act.

(c) An individual is eligible to participate in the group
benefits program as provided by Subsection (a) if the individual
i s appoi nted, subject to confirmation by the senate, as a nenber
of the governing body with adm nistrative responsibility over a
statutory state agency that has statew de jurisdiction and whose
enpl oyees are covered by this chapter.

(d) An individual is eligible to participate in the group
benefits program as provided by Subsection (a) if the individual
is a nenber of the State Board of Education or the governing body
of an institution of higher education.

(e) An individual is eligible to participate in the group
benefits program as provided by Subsection (a) if the individual
recei ves conpensation for service perforned for an institution of
hi gher education pursuant to a payroll certified by an
institution of higher education or by an el ected or appointed
officer of this state and either:

(1) is eligible to be a nenber of the Teacher
Retirement System of Texas; or

(2) is enployed at |east 20 hours a week and is not
permtted to be a nenber of the Teacher Retirenent System of
Texas because the individual is enployed by an institution of
hi gher education only in a position that as a condition of
enpl oynment requires the individual to be enrolled as a student in




the institution in graduate-level courses. (V.T.1.C. Art. 3.50-2,

Secs.

3(a)(5) (part); 3A(a) (part).)

Source Law

(5)(A) "Enpl oyee" shall nean any
appoi ntive or elective officer or enployee in
the service of the State of Texas, including
an enpl oyee of an institution of higher
educati on:

(iv) who receives
conpensation for services rendered to the
State of Texas, other than an enpl oyee of an
institution of higher education described by
t hi s subdivision, on a warrant issued
pursuant to a payroll certified by a
departnent or by an el ected or duly appointed
officer of this state;

(v) who receives paynent
for the performance of personal services on a
warrant issued pursuant to a payrol
certified by a departnent and drawn by the
conptroll er upon the State Treasury agai nst
appropriations made by the Texas Legislature
fromany state funds or agai nst any trust
funds held by the conptroller or who is paid
fromfunds of an official budget of a state
departnent, rather than from funds of the
General Appropriations Act;

(vi) who is appointed,
subject to confirmation of the senate, as a
menber of a board or conm ssion with
adm nistrative responsibility over a
statutory agency havi ng statew de
jurisdiction whose enpl oyees are covered by
this Act;

(vii) who is a nenber of
t he governing body of an institution of
hi gher education, as that termis defined by
this Act;

(viii) who is a nmenber
of the State Board of Educati on;

(ix) who receives
conpensation for services rendered to an
institution of higher education on a warrant
or check issued pursuant to a payrol
certified by an institution of higher
education or by an elected or duly appointed



officer of this state, and who is eligible
for participation in the Teacher Retirenent
System of Texas; or
(x) who receives

conpensation for services rendered to an
institution of higher education as provided
by this subdivision but is not permtted to
be a menber of the Teacher Retirement System
of Texas because the person is solely
enpl oyed by an institution of higher
education that as a condition of enploynent
requires the person to be enrolled as a
student in an institution of higher education
in graduate-|evel courses and who is enpl oyed
by the institution at |east 20 hours a week.

(B) Persons perform ng
personal services for the State of Texas as
i ndependent contractors shall never be
consi dered enpl oyees of the state for
pur poses of this Act.

Sec. 3A. (a) . . . An officer or
enpl oyee of either systemis an enpl oyee for
pur poses of this Act, and .

Revi sor's Note

(1) Section 3(a)(5), V.T.1.C. Article
3.50-2, describes certain enployees of state
agenci es, including institutions of higher
educati on, who receive conpensation for
services "on a warrant" or "on a warrant or
check.” The revised law omts the references
to "warrant” and "check" because Chapter
2103, CGovernnent Code, which applies to al
state agencies, including institutions of
hi gher education, and provides for the manner
of paynent by which an enpl oyee of a state
agency may be conpensated for services, has
been anmended since Section 3(a)(5) was
enacted to include paynent of state enpl oyees
by el ectronic funds transfer.

(2) Sections 3(a)(5)(A)(iv) and (v),
V.T.1.C. Article 3.50-2, describe enpl oyees
of state agencies that are eligible to
participate in the group benefits program
The clear |legislative intent of Section
3(a)(5) (A (v) is to provide that state
enpl oyees paid fromany of the funds




descri bed by Section 3(a)(5)(A)(v) are
eligible to participate. Because Sections
3(a)(5) (A (iv) and (v) together cover al
state enpl oyees paid fromany state noney or
fund, the revised | aw conbi nes those sections
into a single provision.
(3) Section 3(a)(5) (A (vi), VWT.1.C
Article 3.50-2, refers to a "board or
conmi ssion" with admnistrative
responsibility over certain statutory
agencies. The revised | aw substitutes
"governing body" for "board or comm ssion"
because it is clear that the |egislature
i ntended to descri be any governi ng body, by
what ever nane descri bed.
Revi sed Law
Sec. 1551.102. PARTICI PATION ELIG BILITY: ANNU TANTS. (a)
An individual who has at |east three years of service for which
the individual was eligible to participate in the group benefits
program under Section 1551.101 and who retires in a manner
described by this section is eligible to participate as an
annuitant in the group benefits program
(b) An individual is eligible to participate in the group
benefits program as provided by Subsection (a) if the individual:
(1) retires under the jurisdiction of the Enpl oyees
Retirement System of Texas; and
(2) receives or is eligible to receive an annuity
under Subtitle B, D, or E, Title 8, Governnent Code, or Chapter
803, CGovernnent Code, that is based on at |east 10 years of
service credit or eligibility under Section 814.002 or 814.102,
Gover nnent Code.
(c) An individual is eligible to participate in the group
benefits program as provided by Subsection (a) if the individual:
(1) retires under the jurisdiction of the Teacher
Retirement System of Texas;
(2) receives or is eligible to receive an annuity
under Subtitle C, Title 8, Governnent Code, or Chapter 803,
Governnment Code, that is based on at |east 10 years of service
credit; and
(3) was enployed, as the |ast state enploynent before
retirement, including enploynment by a public junior college, by a
stat e agency whose enpl oyees are authorized to participate in the
group benefits program
(d) An individual is eligible to participate in the group
benefits program as provided by Subsection (a) if the individual:
(1) retires under the optional retirenent program
establ i shed by Chapter 830, Governnent Code; and
(2) receives or is eligible to receive an annuity




under that program and the individual:

(A would have been eligible to retire and
receive a service retirement annuity fromthe Teacher Retirenent
System of Texas or the Enployees Retirenent System of Texas based
on at least 10 years of service credit if the individual had not
el ected to participate in the optional retirenent program or

(B) is disabled as determ ned by the Enpl oyees
Retirement System of Texas.

(e) An individual is eligible to participate in the group
benefits program as provided by Subsection (a) if the individual
retired under Subtitle C, Title 8, Governnment Code, before
Septenber 1, 1991, with at |least five and | ess than 10 years of
service credit.

(f) An individual is eligible to participate in the group
benefits program as provided by Subsection (a) if the individual
is aretired officer or enployee of a retirenent system descri bed
by Section 1551.111.

(g) An individual is eligible to participate in the group
benefits program as provided by Subsection (a) if the individual
retires under a federal or state statutory retirement program not
descri bed by another provision of this section, to which an
institution of higher education has made enpl oyer contri buti ons,
and the individual has net service requirenents, age
requi renents, and other applicable requirenents conparable to the
requirenents for retirenent under the Teacher Retirement System
of Texas, based on at |east 10 years of service credit. (V.T.1.C
Art. 3.50-2, Secs. 3(a)(2), (5) (part); 3(c); 3A(a) (part).)

Source Law

(2) "Annuitant" shall nean an

of ficer or enployee who has at |east three
years of service as an eligible enployee with
a departnent whose enpl oyees are authorized
to participate in the Texas enpl oyees group
benefits group insurance benefits program and
who retires under

(A) the jurisdiction of the
Enpl oyees Retirenent System of Texas and
either receives an annuity or is eligible to
receive an annuity, pursuant to Subtitle B
D, or Eof Title 8, Governnent Code, or
Chapter 803, Governnent Code, that is based
on at least 10 years of service credit or
eligibility under Section 814.002 or 814.102,
Gover nnent Code;

(B) the jurisdiction of the
Teacher Retirement System of Texas and either
receives an annuity or is eligible to receive



an annuity, pursuant to Subtitle C, Title 8,
Gover nment Code, or Chapter 803, CGovernnent
Code, that is based on at |east 10 years of
service credit, whose |ast state enpl oynent
prior to retirenment, including enploynment by
a public comunity/junior college, was as an
enpl oyee of a departnment whose enpl oyees are
authorized to participate in the Texas
enpl oyees group benefits group insurance
program

(C© the optional retirenent
program est abl i shed by Chapter 830,
Governnent Code, and either receives an
annuity or is eligible to receive an annuity
under that program if the person either:

(i) would have been
eligible to retire and receive a service
retirement annuity fromthe Teacher
Retirement System of Texas or the Enpl oyees
Retirement System of Texas based on at | east
10 years of service credit had the person not
el ected to participate in the optional
retirenent program or

(ii) 1s disabled as
determ ned by the Enpl oyees Retirenent System
of Texas; or

(D) any other federal or

State statutory retirenent programto which
an institution of higher education has made
enpl oyer contributions, if the enpl oyee has
met service requirenents, age requirenents,
and ot her applicable requirenments conparabl e
to the requirenments for retirenment under the
Teacher Retirement System of Texas, based on
at | east 10 years of service credit.

(5 (A ["Enpl oyee" shall nean any
appoi ntive or elective officer or enployee in
the service of the State of Texas, including
an enpl oyee of an institution of higher
educati on: ]

(i) who is retired or
retires and is an annuitant under the
jurisdiction of the Enployees Retirenent
System of Texas, pursuant to Subtitle B, D
or E

(it) who is retired or
retires and is an annuitant under the



jurisdiction of the Teacher Retirenment System
of Texas, pursuant to Subtitle C, Title 8,
Gover nment Code, or pursuant to Chapter 803,
Gover nment Code, and whose | ast enpl oynent
with the state prior to retirenent, including
enpl oynment by a public conmunity/j unior
col l ege, was as an enpl oyee of a departnent
whose enpl oyees are authorized to participate
in the Texas enpl oyees group benefits group
i nsurance program

(iiti) who is retired or
retires and is an annuitant under the
optional retirenment program established by
Chapter 830, CGovernment Code, if the person's
| ast state enploynent before retirenent,
i ncl udi ng enpl oynent by a public
communi ty/juni or college, was as an enpl oyee
of a departnent whose enpl oyees are
authorized to participate in the Texas
enpl oyees group benefits group insurance
program and if the person either:

(a) would have been
eligible to retire and receive a service
retirement annuity fromthe Teacher
Retirement System of Texas or the Enpl oyees
Retirement System of Texas had the person not
el ected to participate in the optional
retirenent program or

(b) is disabled as
determ ned by the Enpl oyees Retirenent System
of Texas;

(c) Notw thstandi ng Subsection (a)(2)
of this section, a person who, before
Septenber 1, 1991, retired under Subtitle C
Title 8 Governnent Code, with at |east 5 but
| ess than 10 years of service is also an
annui tant for purposes of this Act.

Sec. 3A. (a) . . . aretired officer
or enployee of either systemis an annuitant
for purposes of this Act.

Revi sed Law
Sec. 1551.103. RIGHT TO COVERAGE. Subject to Section
1551. 351, an individual eligible to participate in the group
benefits programunder Section 1551.101 or 1551.102 may not be
deni ed any group coverage under this chapter. (V.T.1.C




Art. 3.50-2, Sec. 13(a).)
Source Law

Sec. 13. (a) Except as provided by
Section 13A of this Act, no enpl oyee of the
State of Texas shall be denied any of the
group coverage provided under this Act.

Revi sed Law
Sec. 1551.104. AUTOVATIC COVERAGE. (a) Each full-tine
enpl oyee is covered automatically by the basic coverage plan for
enpl oyees and each annuitant is covered by the basic coverage
plan for annuitants unl ess:
(1) participation is specifically waived; or
(2) the enployee or annuitant is expelled fromthe
program under Section 1551. 351.
(b) This section does not apply to an enpl oyee descri bed by
Section 1551.101(e)(2). (V.T.1.C Art. 3.50-2, Sec. 13(b)

(part).)

Source Law

(b) Unless participation is waived
specifically or unless an enpl oyee or
enpl oyee-annuitant is expelled fromthe
program under Section 13A of this Act, every
full-time enpl oyee except one who is
descri bed by Section 3(a)(5)(A)(x) of this
Act shall be covered automatically by the
basic plan for active full-tinme enpl oyees and
every enpl oyee-annuitant shall be covered by
the basic plan for retired
enpl oyee- annui t ant s.

Revi sed Law
Sec. 1551.105. DATE AUTOVATI C COVERAGE BEG NS. Automatic
coverage under this subchapter begins on the date an enpl oyee or
annui tant becomes eligible for coverage. (V.T.1.C Art. 3.50-2,
Sec. 13(b) (part).)

Source Law

(b) . . . Coverage shall begin on the
date he becones eligible, and .

Revi sed Law
Sec. 1551.106. GROUP COVERAGE PLAN PURCHASED TO PROVI DE FOR
AUTOVATI C COVERAGE. A group coverage plan purchased by the board
of trustees nust provide for the automatic coverage described by
this subchapter. (V.T.1.C Art. 3.50-2, Sec. 13(b) (part).)




Source Law

(b) . . . each policy of insurance
purchased by the trustee shall provide for
such automatic coverage.

Revi sed Law

Sec. 1551.107. CONTI NGENT COVERAGE. (a) Each part-tine
enpl oyee or enployee eligible to participate in the group
benefits programunder Section 1551.101(e)(2) may participate in
t he program on execution of an appropriate application for
coverage unl ess the enployee is:

(1) ineligible for the group benefits program under
Section 1551.110; or

(2) expelled fromthe group benefits program under
Section 1551. 351.

(b) An institution of higher education shall, at the tine
of enploynment, notify each of the institution's enpl oyees
eligible to participate in the group benefits program under
Section 1551.101(e)(2) of the enployee's eligibility to
participate. (V.T.1.C Art. 3.50-2, Sec. 13(c).)

Source Law

(c) Unless expelled fromthe program
under Section 13A of this Act or ineligible
for the programunder Section 13C of this
Act, each part-tinme enpl oyee and each
enpl oyee of an institution of higher
education who is described by Section
3(a)(5) (A (x) of this Act is eligible for
participation in the group prograns provided
under this Act upon execution of appropriate
application for coverage. An institution of
hi gher education shall, at the tinme of
enpl oynment, notify each eligible enpl oyee of
the institution who is described by Section
3(a)(5) (A (x) of this Act of the enployee's
eligibility to participate in the group
progranms provided under this Act.

Revi sed Law

Sec. 1551.108. CONTINU NG ELI A BILITY OF CERTAI N PERSONS
W TH LEQ SLATI VE SERVI CE OR EMPLOYMENT. Subject to Section
1551. 351, on application to the board of trustees and on
arrangenment for paynent of contributions and postage:

(1) an individual who has at |east eight years of

service credit in the Enpl oyees Retirenment System of Texas for
service as a nenber of the legislature, on ending the




individual's service in the legislature, remains eligible for
participation in the group benefits program and

(2) an individual who has at |east 10 years of service
credit in the Enployees Retirenent System of Texas as an enpl oyee
of the legislature, on ending the individual's service for the
| egislature, remains eligible for participation in the group
benefits program (V.T.1.C Art. 3.50-2, Sec. 13(d).)

Source Law

(d) Except as provided by Section 13A
of this Act, on application to the trustee
and on arrangenent for paynent of
contributions and postage:

(1) a person who has at | east
ei ght years creditable | egislative service,
as defined in Section 22.002, Title 110B,

Revi sed Statutes, on ending his or her
service in the legislature, continues to be
eligible for participation in the group
progranms under this Act;

(2) a person who has at |east 10
years of creditable service in the Enpl oyees
Retirement System as defined in Section
22.003, Title 110B, Revised Statutes, as an
enpl oyee of the |egislature, on ending his or
her service for the |egislature, continues to
be eligible for participation in the group
prograns under this Act.

Revisor's Note

Section 13(d), V.T.I.C Article 3.50-2,
refers to certain fornms of service, defined
in Sections 22.002 and 22.003, Title 110B,
Revi sed Statutes. Those statutes were
renunbered in 1989 as Sections 812.002 and
812. 003, CGovernnment Code. The revised |aw
omts the references to Sections 812.002 and
812. 003, CGovernnent Code, because those
sections do not define service, and instead
substitutes a description of the appropriate
type of service credit in the Enployees
Retirement System of Texas.

Revi sed Law
Sec. 1551.109. CONTINU NG ELIGEBILITY OF CERTAI N MEMBERS OF
BOARDS, COWM SSI ONS, AND | NSTI TUTI ONS OF HI GHER EDUCATI ON. (a)
Subj ect to Section 1551.351, on application to the board of
trustees and arrangenent for paynent of contributions, a fornmer




menber of a governing body described by Section 1551.101(c) or a
former nmenber of the governing body of an institution of higher
education remains eligible for participation in a health benefit
pl an offered under this chapter if a | apse in coverage after the
end of the fornmer nmenber's term has not occurred.

(b) A participant described by this section may not receive
a state contribution for premunms. The governing body of an
institution of higher education may pay fromlocal funds part or
all of the contributions the state would pay for simlar coverage
of other participants in the group benefits program

(c) The participant's contribution for coverage under a
heal th benefit plan nmay not be greater than the contribution for
continuation coverage under the Consolidated Omi bus Budget
Reconciliation Act of 1985 (Pub. L. No. 99-272). (V.T.1.C
Art. 3.50-2, Sec. 13(e).)

Source Law

(e) Except as provided by Section 13A
of this Act, on application to the trustee
and arrangenent for paynent of contributions,
a former nmenber of a board or conm ssion
descri bed by Section 3(a)(5)(A)(vi) of this
Act or a former nenber of the governing body
of an institution of higher education remains
eligible for participation in a group health
coverage plan offered under this Act as |ong
as no | apse in coverage occurs after the end
of the fornmer nenber's term A participant
described by this subsection nmay not receive
a state contribution for prem uns, but the
governi ng body of an institution of higher
education may elect to pay fromlocal funds
part or all of the contributions the state
woul d pay for simlar coverage of other
participants in the program The
participant's contribution for coverage under
a group health coverage plan may not be
greater than the contribution for
continuation coverage under the Consolidated
Omi bus Budget Reconciliation Act of 1985
(Pub. L. No. 99-272).

Revi sed Law
Sec. 1551.110. INELIGABILITY OF CERTAIN JUNI OR COLLEGE
EMPLOYEES. (a) Except as provided by Subsections (c) and (d), an
enpl oyee of a public junior college who is enployed to perform
services outside this state is not eligible to participate in the
group benefits programunless the college el ects, under




procedures adopted by the board of trustees, to permt the
enpl oyee to participate in the group benefits program

(b) For purposes of this section, an enployee is enpl oyed
to performservices outside this state if 75 percent or nore of
the services perforned by the enpl oyee are performed outside this
state.

(c) This section does not apply to an individual enployed
by a public junior college on August 31, 1999. That i ndivi dual
remains eligible to participate in the group benefits programin
t he sane manner as other enpl oyees of the college even if the
i ndi vidual's enploynment by the college is not continuous.

(d) An enployee of a public junior college who is enpl oyed
to perform services outside this state and who is enpl oyed after
June 18, 1999, is eligible to participate in a group coverage
provi ded under this chapter if the coverage is provided under an
i nsurance policy, contract, or other agreenment that:

(1) is in effect on June 18, 1999; and
(2) requires that the enpl oyee be eligible to
participate in the coverage provided under the agreenent.

(e) Eligibility to participate in a coverage under
Subsection (d) ends on the date the insurance policy, contract,
or other agreement is termnated or renewed. (V.T.I.C
Art. 3.50-2, Sec. 13C, Acts 76th Leg., RS., Ch. 662, Sec. 3.)

Source Law

Sec. 13C. (a) An enployee of a public
comuni ty/junior college who is enployed to
perform services outside of this state is not
eligible to participate in the group prograns
provi ded under this Act unless the college
el ects, in accordance with procedures adopted
by the trustee, to permt such enployees to
participate in those prograns.

(b) For purposes of this section, an
enpl oyee i s enployed to perform services
outside of this state if 75 percent or nore
of the services perfornmed by the enployee are
performed outside of this state.

(c) This section does not apply to a
person enpl oyed by a public comunity/junior
col | ege on August 31, 1999. That person
remains eligible to participate in the group
prograns provided by this Act, in the same
manner as ot her enpl oyees of the coll ege,
even if the person's enpl oynent by the
coll ege i s not continuous.

[Acts 76th Leg., R S., Ch. 662]



Sec. 1551.111.

Sec. 3. (a) Notw thstanding Section
13C, Texas Enpl oyees Uniform G oup | nsurance
Benefits Act (Article 3.50-2, Vernon's Texas
| nsurance Code), as added by this Act, an
enpl oyee of a public community/junior college
who is enployed to perform services outside
of this state and who is enployed after the
effective date of this Act is eligible to
participate in a group program provi ded under
t he Texas Enpl oyees Uniform G oup | nsurance
Benefits Act (Article 3.50-2, Vernon's Texas
| nsurance Code), if the programis provided
under an insurance policy, contract, or other
agreenent that:

(1) is in effect on the effective
date of this Act; and

(2) requires that the enpl oyee be
eligible to participate in the program
provi ded under the insurance policy,
contract, or other agreenent.

(b) Eligibility to participate in a
group program under Subsection (a) of this
section term nates on the date that the
i nsurance policy, contract, or other
agreenment is term nated or renewed.

Revisor's Note

Section 3, Chapter 662, Acts of the 76th
Legi sl ature, Regular Session, 1999, refers to
certain acts taking place "after the
effective date of this Act" and certain
docunents in effect "on the effective date of
this Act." Chapter 662 becane effective June
18, 1999, and the revised lawis drafted
accordingly.

Revi sed Law
PARTI Cl PATI ON BY CERTAI N RETI REMENT SYSTEMS.

(a) The Texas Municipal Retirenent System and the Texas County
and District Retirenment System shall participate in the group
benefits programin the manner described by this section.

(b) Participationis limted to:

(1)
(2)
ei ther system
(3)

an officer or enployee of either system
an eligible dependent of an officer or enpl oyee of

an i ndi vi dual who:

was an officer or enployee of either system
has retired fromeither system
receives or is eligible to receive an annuity



fromeither systemor under Chapter 803, Governnent Code, based
on at least 10 years of service credit; and
(D) has at least three years of service with a
state agency whose enpl oyees are authorized to participate in the
group benefits program and
(4) an eligible dependent of a retired officer or
enpl oyee descri bed by Subdivision (3).
(c) Participation in the group benefits program does not
extend to:
(1) the governing body of either system
(2) a municipality or subdivision participating in
ei ther system or
(3) a trustee, officer, or enployee, or a dependent of
a trustee, officer, or enployee, of a participating nmunicipality
or subdi vi si on.
(d) A participant described by this section my not receive
a state contribution for premuns. (V.T.1.C. Art. 3.50-2, Sec.
3A(a) (part).)
Source Law

Sec. 3A. (a) . . . Participationis
limted to the officers and enpl oyees of the
systens; eligible dependents of the officers
and enpl oyees; persons who have retired from
either system who receive or are eligible to
receive an annuity fromeither system or
under Chapter 803, CGovernnent Code, based on
at | east 10 years of service credit, who have
at least three years of service with a
departnent, including either system whose
enpl oyees are authorized to participate in
t he program provided by this Act, and who
were officers or enployees of either system
and eligi ble dependents of the retired
officers and enployees. . . . Participation
under this subsection does not include the
governi ng bodi es of either system the
muni ci palities or subdivisions participating
in either system or the trustees, officers,
or enpl oyees, or their dependents, of the
participating nmunicipalities or subdivisions.
A participant described by this subsection
may not receive a state contribution for
prem umns.

Revi sed Law
Sec. 1551.112. PARTI Cl PATI ON BY TEXAS TURNPI KE AUTHORI TY.
(a) An individual may participate in the group benefits program




as an annuitant and may obtain coverage for the individual's
dependents as any other participating annuitant if the
i ndi vi dual :

(1) began enploynent with, or became an officer of,
t he Texas Turnpi ke Authority within the three-year period
precedi ng August 31, 1997;

(2) was an officer or enployee of the Texas Turnpi ke
Aut hority on August 31, 1997;

(3) becane an officer or enployee of the North Texas
Tol I way Aut hority on Septenber 1, 1997; and

(4) retires or is eligible toretire with at least 10
years of service credit under the proportionate retirenent
program est abl i shed by Chapter 803, CGovernnent Code, or under a
public retirement systemto which Chapter 803 applies.

(b) The North Texas Tollway Authority is responsible for
paynment of the contributions the state would make if the
annuitant were a state enployee. (V.T.1.C Art. 3.50-2, Sec.
3A(b).)

Source Law

(b) A person who began enploynent with
or became an officer of, the Texas Turnpike
Aut hority within the three-year period
precedi ng August 31, 1997, who was an officer
or enpl oyee of the Texas Turnpi ke Authority
on that date, who becane an officer or
enpl oyee of the North Texas Tollway Authority
on Septenber 1, 1997, and who retires or is
eligible to retire with at | east 10 years of
service credit under the proportionate
retirement program established by Chapter
803, CGovernnent Code, or under one of the
public retirement systens to which Chapter
803 applies may participate in the prograns
and coverages provided by this Act as an
annui tant and may obtain coverage for the
person's dependents as any ot her
participating annuitant. The North Texas
Tol lway Authority is responsible for paynent
of the contributions the state would make if
the annuitants were state enpl oyees.

Revi sed Law
Sec. 1551.113. PARTI ClI PATI ON BY CERTAI N EMPLOYEES WHOSE
PCSI TI ONS ARE PRI VATI ZED OR ELI M NATED. (a) An individua
descri bed by Subsection (b) is entitled to receive state
contributions required to provide health benefit plan coverage
under the group benefits programfor two nonths after the




effective date of the individual's separation fromstate service.

(b) This section applies only to an individual who
separates fromstate service and receives a cash paynent under an
incentive programinplenented by the Texas Departnent of Human
Services or the Texas Departnment of Health for certain enpl oyees
whose positions are elimnated as a result of privatization or
ot her reductions in services provided by those agenci es.
(VW.T.1.C. Art. 3.50-2, Sec. 3B.)

Source Law

Sec. 3B. (a) This section applies only
to a person who separates fromstate service
and receives a cash paynent under an
i ncentive programinplenented by the Texas
Department of Human Services or the Texas
Department of Health with respect to certain
enpl oyees whose positions are elimnated as a
result of privatization or other reductions
in services provided by those agenci es.

(b) A personis entitled to receive
state contributions required to provide
heal th coverage under the program
adm nistered by the trustee under this Act
for two nonths after the effective date of
the person's separation fromstate service.

[ Sections 1551.114-1551. 150 reserved for expansion]

SUBCHAPTER D. COVERAGE FOR DEPENDENTS
Revi sed Law
Sec. 1551.151. ENTI TLEMENT TO COVERAGE. An individual who

is eligible to participate in the group benefits program under
Section 1551.101 or 1551.102 is entitled to secure for a
dependent of the individual any group coverages provided under
this chapter, as determ ned by the board of trustees and subject
to the exceptions provided by this subchapter. (V.T.I.C
Art. 3.50-2, Sec. 19(a) (part).)

Source Law

Sec. 19. (a) Any enployee or annuitant
shall be entitled to secure for his
dependents any uni form group cover ages
provi ded for enpl oyees under this Act, as
shall be determ ned by the trustee, except
t hat

Revi sed Law
Sec. 1551. 152. ELIG@ BILITY OF FOSTER CH LD. A foster child




is eligible for health benefit plan coverage only if the child is
not covered by another governnental health program (V.T.1.C.
Art. 3.50-2, Sec. 19(a) (part).)

Source Law

(a) . . . afoster childis eligible
for health insurance coverage only if the
child is not covered by anot her governnent al
heal th program

Revi sed Law
Sec. 1551.153. PARTI Cl PANT RESI DI NG QUTSI DE OF SERVI CE

AREA. An individual who is eligible to participate in the group
benefits program under Section 1551.101 or 1551.102 and who
resi des outside of a health maintenance organization service area
is entitled to group coverages for a dependent of the individual
wi t hout evidence of insurability if the individual applies for
t he coverage for the dependent during the annual enroll nment
period. (V.T.1.C. Art. 3.50-2, Sec. 19(a) (part).)

Source Law

(a) . . . If an enployee or annuitant
resi des outside of a heal th maintenance
organi zati on service area, the group benefits
group coverages nust be nmade available to a
dependent w thout evidence of insurability if
t he enpl oyee or annuitant applies for the
coverage for the dependent during the annual
enrol | ment peri od.

Revi sed Law
Sec. 1551.154. EMPLOYEE PAYMENTS. In the manner and form
the board of trustees determ nes, paynents required of an
enpl oyee in excess of enployer contributions shall be nade by:
(1) a deduction fromthe enployee's nonthly pay or
retirenment benefits; or
(2) a reduction of the enployee's salary. (V.T.1.C
Art. 3.50-2, Sec. 19(a) (part).)
Source Law

(a) . . . Paynents required of the
enpl oyee in excess of enployer contributions
shal | be deducted fromthe nonthly pay of the
enpl oyee or fromhis retirenment benefits, or
t he enpl oyee's salary shall be reduced in the
appropriate anmount, in such manner and form
as the trustee shall determ ne.



Revisor's Note
Section 19(a), V.T.I.C Article 3.50-2,
refers to the reduction "in the appropriate
anmount” of the enployee's salary to nake
certain paynents for coverage of dependents.
The revised law omits "in the appropriate
anount” as unnecessary because it is clear
that the anpbunt of reduction is the anount of
paynent in excess of enployer contributions.
Revi sed Law
Sec. 1551.155. COVERAGE OPTI ONS FOR SURVI VI NG SPOUSE. (a)
A surviving spouse of an individual who is eligible to
participate in the group benefits program under Section 1551.101
or 1551.102 and who is entitled to nonthly benefits paid by a
retirement systemnaned in this chapter may, follow ng the death
of the individual, elect to retain:
(1) the spouse's authorized coverages; and
(2) authorized coverages for any dependent of the

spouse.
(b) The coverage is at the group rate for other

participants if:

(1) the coverage was previously secured by the
deceased participant for the surviving spouse or dependent; and

(2) the surviving spouse directs the applicable
retirement systemto deduct required contributions fromthe
mont hly benefits paid to the spouse by the retirenent system
(V.T.1.C. Art. 3.50-2, Sec. 19(b) (part).)

Source Law

(b) A surviving spouse of an enpl oyee
or aretiree who is entitled to nonthly
benefits paid by a retirenent system naned in
this Act may, followi ng the death of the
enpl oyee or retiree, elect to retain the
spouse's aut hori zed coverages and al so retain
aut hori zed coverages for any dependent of the
spouse, at the group rate for enployees,
provi ded such coverage was previously secured
by the enployee or retiree for the spouse or
dependent, and the spouse directs the
applicable retirenment systemto deduct
required contributions fromthe nonthly
benefits paid the surviving spouse by the
retirement system

Revi sed Law
Sec. 1551.156. COVERAGE OPTI ONS FOR DEPENDENT WHEN THERE 1S
NO SURVI VI NG SPOUSE. (a) A surviving dependent of an annuitant




who was receiving nonthly benefits paid by a retirenment system
named in this chapter may, follow ng the death of the annuitant
if there is not a surviving spouse, elect to retain any coverage
previously secured by the annuitant until the dependent becones
ineligible for coverage for a reason other than the death of the
menber of the group.

(b) The coverage is at the group rate for other
partici pants.

(c) A dependent who elects to retain coverage under this
section and who is entitled to nonthly benefits froma retirenent
systemnanmed in this chapter based on the service of the deceased
annuitant nust direct the retirenent systemto deduct required
contributions for the coverage fromthe nonthly benefits paid the
survi ving dependent by the retirenment system (V.T.1.C
Art. 3.50-2, Sec. 19(b) (part).)

Source Law

(b) . . . A surviving dependent of a
retiree who was receiving nonthly benefits
paid by a retirenent systemnanmed in this Act
may, after the death of the retiree and if
the retiree | eaves no surviving spouse, elect
to retain any coverage previously secured by
the retiree, at the group rate for enpl oyees,
until the dependent becones ineligible for
coverage for a reason other than the death of
t he nenber of the group. A dependent who
makes an el ection under this subsection and
who is entitled to nonthly benefits froma
retirenment systemnaned in this Act based on
t he service of the deceased retiree nust
direct the applicable retirement systemto
deduct required contributions for the
coverage fromthe nmonthly benefits paid the
surviving dependent by the retirenent
system

Revi sed Law

Sec. 1551.157. COVERAGE OPTI ONS AFTER EXPI RATI ON OF ANNUI TY
OPTI ON. The surviving spouse or dependent of an enpl oyee or
annuitant may retain authorized coverages after expiration of a
time-certain annuity option selected by the enpl oyee or
annuitant. To retain the coverages, the surviving spouse or
dependent nust make advance paynent of contributions to the
Enpl oyees Retirenment System of Texas under rul es adopted by the
board of trustees. (V.T.1.C. Art. 3.50-2, Sec. 19(c).)




Source Law

(c) The surviving spouse of an enpl oyee
or aretiree who designated or selected a
time certain annuity option or a surviving
dependent of a retiree who designated or
selected a tinme certain annuity option, upon
expiration of the annuity option nmay retain
aut hori zed coverages by advance paynent of
contributions to the Enployees Retirenent
System of Texas under rules and regul ations
adopted by the trustee.

Revi sed Law

Sec. 1551.158. REI NSTATEMENT OF HEALTH BENEFI T PLAN
COVERACE BY CERTAI N DEPENDENTS. (a) A dependent child who is
unmarri ed and whose coverage under this chapter ends when the
child becones 25 years of age may, on expiration of continuation
coverage under the Consolidated Omi bus Budget Reconciliation Act
of 1985 (Pub. L. No. 99-272), reinstate health benefit plan
coverage under this chapter if the child, or the child's
participating parent, pays the full cost of the health benefit
pl an cover age.

(b) A state contribution is not payable for coverage under
this section.

(c) Coverage under this section termnates at the end of
the month in which the child marries. (V.T.1.C. Art. 3.50-2, Sec.
19(d).)

Source Law

(d) A dependent child who is unmarried
and whose coverage under this Act ceases when
the child reaches the age of 25 nmay, on
expiration of continuation coverage under the
Consol i dat ed Omi bus Budget Reconciliation
Act of 1985 (Pub. L. 99-272), reinstate
heal th benefits coverage under this Act if
the child, or the child' s participating
parent, pays the full cost of the health
benefits coverage. A state contribution is
not payable for coverage described by this
subsection. Coverage under this subsection
ceases at the end of the nonth in which the
child marries.

Revi sed Law
Sec. 1551.159. COVERAGE FOR CERTAI N DEPENDENT CHI LDREN OF
EMPLOYEES. (a) Subject to any applicable limt in the CGenera




Appropriations Act, the board of trustees shall use noney
appropriated for enployer contributions to fund 80 percent of the
cost of basic coverage for a child who:

(1) is a dependent of an enpl oyee;

(2) would be eligible, if the child were not the
dependent of the enpl oyee, for benefits under the program
established by the state to inplenment Title XX, Social Security
Act (42 U.S.C. Section 1397aa et seq.), as anended; and

(3) is not eligible for the state Medi caid program

(b) The board of trustees shall notify enpl oyees that:

(1) they may be eligible for dependent child coverage
under Subsection (a); and

(2) an enployee may apply for the coverage as provided
by Subsection (c).

(c) To obtain dependent child coverage under Subsection
(a), the enployee nust apply to the Texas Departnent of Human
Services or other agency designated by the Health and Human
Services Conm ssion to performeligibility screening under this
section. The eligibility screening shall be coordinated with
eligibility screening for the state Medicaid program The agency
that perfornms the eligibility screening shall certify to the
board of trustees in witing whether a child is eligible for
dependent child coverage under Subsection (a).

(d) If an enployee does not obtain dependent child coverage
under this section at the tinme the individual begins service to
the state, the enployee may apply for the coverage during the
annual open enroll ment period applicable to the enpl oyee's
coverage under this chapter. The board of trustees may:

(1) continue the coverage until the next annual open
enrol | ment period applicable to the enpl oyee's coverage, w thout
regard to any change in status of the child; or

(2) adopt rules requiring an enployee, during the
period the coverage is in effect, to report a change in status
t hat woul d make the dependent child ineligible for coverage and
may term nate the coverage on receipt of the report of a change
in status.

(e) The board of trustees may require an enpl oyee to
reapply for dependent child coverage under this section during
each annual open enroll nent period applicable to the enpl oyee's
coverage. The board of trustees and the Texas Departnent of Human
Services or other agency designated by the Health and Human
Services Conm ssion to performeligibility screening under this
section shall cooperate to develop a cost-effective nethod for
annual reevaluation of eligibility determ nations for dependent
child coverage under this section

(f) The board of trustees may pay a hi gher percentage of
t he cost of basic coverage for a child described by Subsection
(a) than the percentage required by Subsection (a) if noney



beconmes avail abl e for that purpose.

(g) |If the program established under Chapter 62, Health and
Safety Code, using federal funding under Title XXI, Soci al
Security Act (42 U S.C. Section 1397aa et seq.), as anended, is
term nated, state contributions for benefits for those eligible
under Subsection (a) also termnates. (V.T.1.C Art. 3.50-2, Sec.
14A.)

Source Law

Sec. 14A. (a) Subject to any applicable
[imt in the General Appropriations Act, the
trustee shall use noney appropriated for
enpl oyer contributions to fund 80 percent of
the cost of basic coverage for a child who:

(1) is a dependent of an enpl oyee;

(2) would be eligible, if the
child were not the dependent of the enpl oyee,
for benefits under the program established by
this state to inplenent Title XXI of the
Social Security Act (42 U.S.C. Section 1397aa
et seq.), as anended; and

(3) is not eligible for the state
Medi cai d program

(b) The trustee shall notify enpl oyees
that they nmay be eligible for dependent child
coverage under Subsection (a) of this section
and notify the enpl oyee that:

(1) the enployee nay be eligible
for dependent child coverage under Subsection
(a) of this section; and

(2) the enployee may apply for the
coverage as provided by Subsection (c) of
this section.

(c) An enployee who desires dependent
child coverage under this section shall apply
to the Texas Departnent of Human Services or
ot her agency designated by the Health and
Human Servi ces Conm ssion to perform
eligibility screening under this section.
The eligibility screening shall be
coordinated with eligibility screening for
the state Medicaid program The agency that
performs the eligibility screening shal
certify to the trustee in witing whether a
child is eligible for dependent child
coverage under Subsection (a) of this
secti on.

(d) [If an enployee does not obtain



dependent child coverage under this section
at the tinme the enployee is initially
enpl oyed, the enployee may apply for the
coverage during the annual open enrol | nent
peri od applicable to the enpl oyee's coverage
under this Act. The trustee may:

(1) continue the coverage unti
t he next annual open enroll nent period
applicable to the enpl oyee's coverage,
wi thout regard to any change in status of the
child; or

(2) adopt rules requiring an
enpl oyee, during the period the coverage is
in effect, to report a change in status that
woul d make the dependent child ineligible for
coverage and may term nate the coverage on
recei pt of the report of a change in status.

(e) The trustee may require an enpl oyee
to re-apply for dependent child coverage
under this section during each annual open
enrol | ment period applicable to the
enpl oyee' s coverage. The trustee and the
Texas Departnent of Human Services or other
agency designated by the Health and Human
Services Commi ssion to performeligibility
screening under this section shall cooperate
to develop a cost-effective nethod for annual
re-evaluation of eligibility determ nations
for dependent child coverage under this
secti on.

(f) Notw thstandi ng Subsection (a) of
this section, the trustee may pay a higher
per centage of the cost of basic coverage for
a child described by Subsection (a) of this
section if noney becones avail able for that
pur pose.

(g) |If the program established under
Chapter 62, Health and Safety Code, which
utilizes federal funding under Title XXI of
the Social Security Act (42 U S.C Section
1397aa et seq.), as anmended, is term nated,
state contributions for benefits for those
el i gi bl e under Subsection (a) of this section
shall term nate as well.

[ Sections 1551. 160-1551. 200 reserved for expansion]



SUBCHAPTER E. GROUP COVERAGES
Revi sed Law
Sec. 1551.201. ESTABLISHVENT. (a) The board of trustees by
rul e shall establish group coverage plans for individuals
eligible to participate in the group benefits program
(b) The group coverage plans may, in the board of trustees
di scretion, include:
(1) |Iife coverage;
(2) accidental death and di smenber ment cover age;
(3) health benefit coverage, including coverage for:
(A) hospital care and benefits;
(B) surgical care and treatnent;
(© nedical care and treatnent;
(D) dental care;
(E) obstetrical benefits;
(F) prescribed drugs, nedicines, and prosthetic

devi ces; and
(G supplenmental benefits, supplies, and services

in accordance with this chapter

(4) coverage providing protection against either
long-termor short-termloss of salary; and

(5) any other group coverage that the board of
trustees, in consultation with the group benefits advisory
commttee created under Subchapter J, considers advisabl e.

(c) The group coverage plans for annuitants may, at the
di scretion of the board of trustees, be separate or a part of the
group coverage plans for enployees. If the trustee establishes
separate group coverage plans for annuitants, the separate group
coverage plans nust include both full benefits and suppl enent al
coverage options. (V.T.1.C. Art. 3.50-2, Secs. 3(a)(13) (part),
5(a) (part).)
Source Law

[ Sec. 3(a)]
(13) ["Retired enpl oyees pl an”
shall nean] . . . . This plan may be

separate or a part of the active enpl oyee
plan at the discretion of the trustee, and,

if separate, shall include both full benefits
and suppl enmental coverage options.

Sec. 5. (a) The trustee is authorized,
enpowered, and directed to establish plans of
group coverages for active enpl oyees and
retired enpl oyees which in the trustee's
di scretion may include but are not
necessarily limted to the follow ng: group



life coverages, accidental death and

di smenberment, health benefits plans,
including but not limted to hospital care
and benefits, surgical care and treatnent,
nmedi cal care and treatnent, dental care,
obstetrical benefits, prescribed drugs,
medi ci nes, and prosthetic devices and

suppl enental benefits, supplies, and services
in conformty with the provisions of this
Act, protection against either |long or short
termloss of salary and any other group
coverages which in the discretion of the
trustee with consultation fromthe advisory
conm ttee shall be deened advisable. Al

rul es and regul ati ons shall be pronul gated
pursuant thereto. The trustee shal
determ ne the coverages desired for state
enpl oyees and other eligible

partici pants.

Revi sor's Note
(1) Section 5(a), V.T.1.C Article
3.50-2, refers to coverages that "may include
but are not necessarily limted to" certain
coverages and benefits plans "including but
not limted to" certain benefits. "[BJut are
not necessarily limted to" and "but not
l[imted to" are omtted fromthe revised | aw
for the reason stated in the revisor's note
to Section 1551.052.
(2) Section 5(a), V.T.1.C. Article
3.50-2, refers to the "advisory conmttee."
The revised | aw substitutes "group benefits
advi sory comm ttee created under Subchapter
J" for clarity.
Revi sed Law
Sec. 1551.202. AUTHORITY TO DEFI NE BASI C COVERACES. (a)
The board of trustees may define the basic coverage applicable to
each individual for whom coverage is automatic unl ess
participation is specifically waived.
(b) The board of trustees may define different basic
coverage plans for individuals eligible to participate in the
uni form program under Section 1551. 101 and for individuals
eligible to participate in the group benefits program under
Section 1551.102.
(c) Basic coverage nust include basic health coverage. The
coverage may be offered through any health benefit plan.
(V.T.1.C. Art. 3.50-2, Sec. 5A(a).)




Source Law

Sec. 5A. (a) The trustee may define the
basi c coverage in which every full-tine
enpl oyee and every annuitant participates
unl ess participation is specifically waived.
The trustee may define different basic
coverage plans for active full-tinme enpl oyees
and for annuitants. Basic coverage nust
i ncl ude basic health coverage. Basic health
coverage may be offered through any health
benefits plan.

Revi sed Law
Sec. 1551.203. AUTHORITY TO DEFI NE OPTI ONAL COVERAGES. The
board of trustees may define optional coverages for which the
board may make avail abl e enpl oyer contributions under Section
1551.303. (V.T.1.C. Art. 3.50-2, Sec. 5A(b).)
Source Law

(b) The trustee may define optional
coverages for which the trustee may nake
avai |l abl e enpl oyer contributions under
Section 14 of this Act.

Revi sed Law
Sec. 1551.204. AUTHORI TY TO DEFI NE VOLUNTARY COVERAGES.
Subj ect to Section 1551. 304, the board of trustees may define
voluntary coverages. (V.T.1.C Art. 3.50-2, Sec. 5A(c) (part).)
Source Law

(c) The trustee may define voluntary
coverages [for which the enpl oyee or
annuitant is responsible for the full cost.]

Revi sed Law
Sec. 1551.205. LIMTATIONS. The board of trustees may not
contract for or provide a coverage plan that:

(1) excludes or limts coverage or services for
acquired i mmune deficiency syndronme, as defined by the Centers
for D sease Control and Prevention of the United States Public
Heal t h Service, or human inmunodeficiency virus infection; or

(2) provides coverage for serious nental illness that
is |less extensive than the coverage provided for any physical
illness. (V.T.1.C. Art. 3.50-2, Sec. 5(j).)

Source Law

(j) The trustee may not contract for or



provi de a plan of coverage that:

(1) excludes or limts coverage or
services for acquired i mmune deficiency
syndrone, as defined by the Centers for
D sease Control of the United States Public
Heal th Service, or human inmunodefi ci ency
virus infection; or

(2) provides coverage for serious

mental illness that is | ess extensive than
t he coverage provided for any physical
illness.

Revisor's Note
Section 5(j), V.T.1.C. Article 3.50-2,
refers to the "Centers for Di sease Control of
the United States Public Health Service."
The revised | aw substitutes the current nane
for these centers, "Centers for D sease
Control and Prevention of the United States
Public Health Service."
Revi sed Law
Sec. 1551.206. CAFETERI A PLAN. (a) The board of trustees
may devel op, inplenent, and adm nister a cafeteria plan if the
board determ nes that establishment of the plan:
(1) is feasible;
(2) would be beneficial to the state and to enpl oyees
who woul d be eligible to participate in the plan; and
(3) would not adversely affect the coverage pl ans
provi ded under the group benefits program
(b) The board of trustees may include in the cafeteria plan
any benefit that may be included in a cafeteria plan under
federal |aw
(c) The board of trustees may enter into a contract or
agreenment wth an independent and qualified agency, individual,
or entity to:
(1) develop, inplenent, or admnister a cafeteria

pl an; or
(2) assist in those activities.

(d) The board of trustees may adopt an order term nating
the cafeteria plan and providing a procedure for the orderly
wi thdrawal of the state and its enployees fromthe plan if the
board determ nes that a cafeteria plan established under this
section is no | onger advantageous to the state or its enpl oyees.
(V.T.1.C. Art. 3.50-2, Secs. 4(k), 13B(a), (b), (c).)

Source Law

Sec. 4. . . . [The trustee shall have
full power and authority to promnul gate al



rules . . . necessary to inplenent and carry
out the purposes and provisions of this

Act . . . , including but not limted to the
fol | owi ng: ]

(k) design, devel opnent, adopti on,
i npl ementation, and adm ni stration of a
cafeteria plan;

Sec. 13B. (a) The trustee may study the
feasibility of establishing a cafeteria plan
and may design, devel op, adopt, inplenent,
and adm nister a cafeteria plan if the
trustee determ nes that the establishnment of
a cafeteria plan is feasible, would be
beneficial to the state and to the enpl oyees
who woul d be eligible to participate in the
cafeteria plan, and woul d not adversely
affect the insurance program established
under this Act. The trustee may include in
the cafeteria plan any benefit that may be
included in a cafeteria plan under federal
I aw.

(b) In addition to other authority
granted to the trustee by this Act, the
trustee may enter into contracts and
agreenents with one or nore independent and
qual i fied agencies, persons, or entities to
desi gn, devel op, adopt, inplenent, or
adm nister or to assist in the design,
devel opnment, adoption, inplenentation, or
adm ni stration of a cafeteria plan.

(c) If the trustee determi nes that a
cafeteria plan adopted under this section is
no | onger advantageous to the state or state
enpl oyees, the trustee nmay adopt an order
termnating the cafeteria plan and providing
a procedure for the orderly wthdrawal of the
state and its enployees fromthat plan.

Revi sor's Note

(1) Sections 4(k) and 13B, V.T.I.C
Article 3.50-2, refer to the "design" and
"devel opnent” of a cafeteria plan. The
references to "design" are omtted fromthe
revi sed | aw because, in context, "design" is
i ncluded within the neani ng of "devel opnent."




(2) Sections 4(k) and 13B, V.T.I.C
Article 3.50-2, refer to the "adoption” and
"inplementation" of a cafeteria plan. The
references to "adoption” are omtted fromthe
revi sed | aw because, in context, "adoption"
is included within the neani ng of
"inpl ementation.”
(3) Section 13B(a), V.T.I.C Article
3.50-2, authorizes the board of trustees to
"study the feasibility of establishing a
cafeteria plan.”" The board of trustees has
established a cafeteria plan and the revised
law omts that provision as execut ed.
Revi sed Law
Sec. 1551.207. PREM UM CONVERSI ON BENEFI T PORTI ON OF
CAFETERI A PLAN. Each enpl oyee nust be enrolled in the prem um
conversion benefit portion of a cafeteria plan established under
Section 1551.206. (V.T.1.C. Art. 3.50-2, Sec. 13B(d) (part).)
Source Law

(d) Each enpl oyee shall be enrolled in
t he prem um conversion benefit portion of the
cafeteria plan.

Revi sed Law

Sec. 1551.208. DETERM NATION TO SELF-FUND. (a) The board
of trustees, in the board' s sole discretion, shall determ ne
t hose coverage plans that the board does not intend to purchase
but intends to provide directly fromthe enployees |ife,
accident, and health insurance and benefits fund.

(b) The board of trustees, in the board' s sole discretion
and under conditions the board approves, nmay reinsure any
coverage the board determnes will be provided directly fromthe
enpl oyees |ife, accident, and health insurance and benefits fund
under Subsection (a). (V.T.1.C Art. 3.50-2, Secs. 5(f) (part),
8.)

Source Law

[ Sec. 5]

(f) The trustee, inits sole discretion
and in accordance with the requirenents of
this section, shall determ ne those plans of
coverages for which the trustee does not
intend to purchase insurance and which it
intends to provide directly fromthe
Enpl oyees Life, Accident, and Health
| nsurance and Benefits Fund.



Sec. 8. The trustee, inits sole
di scretion and under conditions it approves,
may reinsure any coverage that it has
determined will be provided directly fromthe
fund in accordance with Section 5(f) of this
Act .

Revi sed Law
Sec. 1551.209. SELF- FUNDED COVERAGE EXEMPT FROM | NSURANCE

LAW A coverage plan for which the board of trustees does not
pur chase coverage but provides under this chapter on a
sel f-funded basis is exenpt fromany other insurance |aw that
does not expressly apply to the plan or this chapter. (V.T.1.C
Art. 3.50-2, Sec. 5(f) (part).)

Source Law

(f) . . . Any plan of coverages for
whi ch the trustee does not purchase insurance
but provides under this Act on a self-funded
basis is exenpt fromany other insurance |aw
unl ess the | aw expressly applies to this plan
or this Act.

Revi sed Law
Sec. 1551.210. ACTUARI AL ADVI CE FOR SELF- FUNDED COVERAGE. A

qual ified actuary selected by the board of trustees shall advise
the board regarding an actuarially sound | evel of contributions
required to provide coverage directly fromthe enpl oyees Ilife,
accident, and health insurance and benefits fund. (V.T.I.C
Art. 3.50-2, Sec. 5(f) (part).)

Source Law

(f) . . . Aqualified actuary sel ected
by the trustee shall advise the trustee as to
an actuarially sound | evel of contributions
required to provide coverages directly from
t he fund.

Revi sed Law

Sec. 1551.211. CONTI NGENCY RESERVE FUND FOR SELF- FUNDED
COVERACE. (a) Before the first day of each state fisca
bi enni um the board of trustees shall estinmate for an average
60- day period during the bienniumthe expenditures fromthe
enpl oyees |ife, accident, and health insurance and benefits fund
anticipated for self-funded coverage plans, considering projected
clainms and adm nistrative expenses for those plans.

(b) The board of trustees shall place the estimted anount
in a contingency reserve fund to provide for adverse fluctuations




in clains or admnistrative expenses.

(c) The board of trustees shall include in each request for
| egi sl ative appropriations to the group benefits programthe
anount the board determ nes to be necessary to naintain the
contingency reserve fund at the level required by this section.

(d) The board of trustees may invest and reinvest any
portion of the contingency reserve fund under the standard of
care provided by Section 815.307, Governnent Code, considering
the functional need to provide for adverse fluctuations in clains
or adm ni strative expenses.

(e) The interest on, earnings of, and proceeds fromthe
sal e of investnents of assets in the contingency reserve fund
shall be credited to the fund. (V.T.1.C Art. 3.50-2, Sec.
5(e).)

Source Law

(e) Before the first day of each state
fiscal biennium the trustee shall estimate
for an average 60-day period during the
bi enni um t he expenditures fromthe fund
anticipated for self-funded pl ans,
considering clains and admi nistrative
expenses for those plans that are projected
to be incurred. The trustee shall place the
estimated anount in a contingency reserve
fund to provide for adverse fluctuations in
clainms or adm nistrative expenses. The
trustee shall include in each request for
| egi sl ative appropriations to the programthe
anount the trustee determ nes to be necessary
to maintain the contingency reserve fund at
the level required by this subsection. The
trustee may invest and reinvest any portion
of the contingency reserve fund under the
standard of care provided by Section 815. 307,
Gover nment Code, considering the functional
need to provide for adverse fluctuations in
clainms or adm nistrative expenses. The
interest on, earnings of, and proceeds from
the sale of investnments of assets in the
contingency reserve fund shall be credited to
t he fund.

Revi sed Law
Sec. 1551.212. FIRMs TO ADM NI STER SELF- FUNDED COVERAGE
(a) For those coverage plans that the board of trustees funds
fromthe enployees |ife, accident, and health insurance and
benefits fund, the board may contract with one or nore qualified




and experienced adm nistering firnms to admnister the plans in
the best interest of the participants in the group benefits
program

(b) The contract nmay be awarded only after a conpetitive
bid process. The board of trustees is not required to select the
| owest bid but shall take into consideration other rel evant
criteria, including ability to service |arge group prograns and
past experience.

(c) If the board of trustees selects a firmwhose bid was
not the | owest or whose bid differs fromthat specified, the
board shall fully justify and explain the reasons for the action
in the mnutes of the next neeting of the board. (V.T.1.C
Art. 3.50-2, Secs. 5(h), (i).)

Source Law

(h) In the event the trustee determ nes
t hat benefits shall be provided fromthe
Enpl oyees Life, Accident, and Health
| nsurance and Benefits Fund, the trustee may
contract with one or nore qualified and
experienced admnistering firns on a
conpetitive bid basis to adm nister the plans
of coverage provided in Section 5 of the Act.

(i) The trustee shall select one or
nore administering firns to provide services
whi ch shall be in the best interests of the
enpl oyees covered by the Act. The trustee is
not required to select the | owest bid but
shal |l take into consideration such other
factors as ability to service |arge group
prograns, past experience, and other rel evant
criteria. Should the trustee select a firm
whose bid was not the | owest or one whose bid
differs fromthat specified, the reasons for
such action shall be fully justified and
explained in the mnutes of the next neeting
of the trustee.

Revi sed Law
Sec. 1551.213. BIDS FOR PURCHASED COVERAGE. (a) For those
coverage plans for which the board of trustees determnes to
purchase coverage, the board shall notify eligible carriers:
(1) that conpetitive bidding will be conducted; and
(2) of the date by which an eligible carrier nust
submt a bid on the contract to the board.
(b) The board of trustees shall submt the group coverages
provi ded by the group benefits programfor conpetitive bidding at
| east every six years. (V.T.1.C. Art. 3.50-2, Sec. 5(a) (part).)




Source Law

(a) . . . The trustee will notify
eligible carriers that conpetitive bidding
will be conducted and that they are to submt
their bids to the trustee by a specified date
if they wwsh to bid on the
contract. . . . The trustee shall submt the
coverages provided by the group plan for
conpetitive bidding at | east every six years.

Revi sed Law

Sec. 1551.214. SELECTION OF BI DS FOR PURCHASED COVERAGE
(a) An actuary selected by the board of trustees shall advise
the board as to the actuarial soundness of the bids received
under Section 1551.213.

(b) The board of trustees:

(1) shall select carriers to provide services that
will be in the best interest of participants; and

(2) is not required to select the | owest bid but shal
take into consideration other relevant criteria, including
ability to service contracts, past experience, and financial
ability.

(c) If the board of trustees selects a carrier whose bid
differs fromthat advertised, the board shall record the
deviation and shall fully justify and explain the reasons for the
deviation in the mnutes of the next neeting of the board.

(d) The board of trustees shall notify the carriers that
subm tted bids of the results of the bidding. (V.T.1.C
Art. 3.50-2, Sec. 5(a) (part).)

Source Law

(a) . . . An actuary selected by the
trustee shall advise the trustee as to the
actuarial soundness of the bids received.

The trustee shall select the desired carrier
or carriers and will notify the bidding
eligible carriers as to the results of the

bi ddi ng. The trustee shall select the desired
carrier or carriers to provide services that
will be in the best interest of the enployees
covered by this Act. The trustee is not
required to select the |owest bid but shal
take into consideration other factors such as
ability to service contracts, past

experience, financial ability, and other

rel evant criteria. Should the trustee sel ect
a carrier whose bid differs fromthat



advertised, such deviation shall be recorded
and the reasons for such deviation shall be
fully justified and explained in the mnutes
of the next neeting of the trustee.

Revi sed Law

Sec. 1551.215. ACCOUNTI NG BY CARRI ER PROVI DI NG PURCHASED
COVERACGE. (a) A carrier providing a coverage purchased under
this chapter shall provide an accounting to the board of trustees
not later than the 90th day after the end of each plan year.

(b) The accounting nust be in a form approved by the board
of trustees.

(c) The accounting nust state for the period fromthe
coverage's date of issue to the end of the plan year:

(1) the amounts of contributions accrued under the

cover age;
(2) the total of nortality and other clains, charges,
| osses, and expenses incurred; and
(3) the amounts of the carrier's allowance for a
reasonabl e profit and contingencies. (V.T.1.C Art. 3.50-2, Sec.
9(a).)

Source Law

Sec. 9. (a) A carrier providing any
policy purchased under this Act shall provide
an accounting to the trustee not later than
90 days after the end of each policy year.
The accounting shall set forth, in a form
approved by the trustee:

(1) the anmounts of prem uns
actual |y accrued under the policy fromits
date of issue to the end of the policy year;

(2) the total of all nortality and
ot her clains, charges, |osses, costs, and
expenses incurred for that period; and

(3) the amounts of the carrier's
al  owance for a reasonable profit and
contingencies for that period.

Revi sed Law

Sec. 1551.216. SPECI AL CONTI NGENCY RESERVE. (a) A carrier
i ssuing a group coverage plan under this chapter shall hold as a
speci al contingency reserve an anount that equals the anmount by
whi ch the anmount described by Section 1551.215(c)(1) exceeds the
sum of the ampunts described by Sections 1551.215(c)(2) and (3).

(b) The carrier may use the special contingency reserve
only for charges, clains, and expenses under the plan.

(c) The special contingency reserve earns interest at a




rate determ ned before each plan year by the carrier and approved
by the board of trustees as consistent with the rates generally
used by the carrier for simlar funds held under other group
coverage pl ans.

(d) On a determnation by the board of trustees that the
speci al contingency reserve has attained an anount estimated by
the board to nmake satisfactory provision for adverse fluctuations
in future charges, clains, or expenses under the plan, any
further excess shall be deposited to the credit of the enpl oyees
life, accident, and health insurance and benefits fund.

(e) On discontinuation of a plan, any balance remaining in
t he speci al contingency reserve after all charges have been nade
shall be deposited to the credit of the enployees |ife, accident,
and health insurance and benefits fund. The carrier nmay nmake the
deposit in equal nmonthly installnments over a period of not nore
than two years. (V.T.1.C. Art. 3.50-2, Sec. 9(b).)

Source Law

(b) An excess of the total of
Subdi vision (a)(1) of this section over the
sum of Subdivisions (a)(2) and (a)(3) of this
section shall be held by the carrier issuing
a participating policy as a speci al
contingency reserve to be used by the carrier
only for charges, clains, costs, and expenses
under the policy. The reserve shall bear
interest at a rate determ ned in advance of
each policy year by the carrier and approved
by the trustee as being consistent with the
rates generally used by the carrier for
simlar funds held under other group
i nsurance policies. Wen the trustee
determ nes that the special contingency
reserve has attained an anmount estinmated by
it to make satisfactory provision for adverse
fluctuations in future charges, clains,
costs, or expenses under the policy, any
further excess shall be deposited in the
State Treasury to the credit of the Enpl oyees
Life, Accident, and Health |Insurance and
Benefits Fund. When a policy is
di sconti nued, any bal ance remaining in the
speci al contingency reserve after all charges
have been made shall be deposited in the
State Treasury to the credit of the fund.
The carrier may make the deposit in equal
nonthly install nments over a period of not
nore than two years.



Revi sed Law

Sec. 1551.217. USE OF EMPLOYEE' S SALARY | N COVPUTATI ON OF
PREM UM OR COVERAGE. (a) |If the board of trustees establishes a
group coverage plan that protects against either |ong-termor
short-term |l oss of salary, the board may use an enpl oyee's annual
salary in conputing the amount of the enployee's prem um or
coverage, or both, under the plan.

(b) In this section, an enployee's annual sal ary includes
benefit replacenment pay under Subchapter H, Chapter 659,
Gover nment Code, as added by Chapter 417, Acts of the 74th
Legi sl ature, Regular Session, 1995. (V.T.I.C Art. 3.50-2, Sec.

5(k).)

Source Law

(k) If the trustee establishes a group
coverage plan that protects against the
| ong-termor short-termloss of salary, the
trustee may use an enpl oyee's annual sal ary
in the calculation of the ambunt of the
enpl oyee' s prem um or coverage, or both,
under the plan. For purposes of this
subsection, an enpl oyee's annual salary
i ncludes the benefit replacenent pay the
enpl oyee woul d be earni ng annual | y under
Subchapter H, Chapter 659, Governnent Code,
as added by Chapter 417, Acts of the 74th
Legi sl ature, 1995, if Section 659.121(1),
Gover nment Code, defined "conpensation" to
i nclude only base salary or wages, |ongevity
pay, hazardous duty pay, and ni ght
differential pay.

Revi sor's Note

Section 5(k), V.T.1.C. Article 3.50-2,
provi des that an enpl oyee's annual salary
i ncludes benefit replacenent pay "if Section
659. 121(1), Governnent Code, defined
‘conpensation' to include only base salary or
wages, |ongevity pay, hazardous duty pay, and
night differential pay." The clear intent of
the source lawis to include benefit
repl acenent pay in an enpl oyee's annual
sal ary, for purposes of this section,
what ever the definition of "conpensation" in
Section 659.121(1), Governnent Code,
i ncludes, and the revised law reflects this
i ntent.

[ Sections 1551.218-1551. 250 reserved for expansion]




SUBCHAPTER F. GROUP LI FE AND ACCI DENTAL DEATH AND
DI SMEMBERVENT | NSURANCE COVERAGE PLAN
Revi sed Law
Sec. 1551.251. GROUP LIFE I NSURANCE COVERAGE PLAN. (a) The
board of trustees shall adm nister a group life insurance
coverage plan to provide each individual eligible to participate
in the group benefits program under Section 1551.101 or 1551.102
group life coverages that provide paynents and benefits in an
amount and manner the board determ nes.
(b) The group life insurance coverage plan is subject to
the conditions and limtations of:
(1) this chapter and rul es adopted under this chapter;

and
(2) the policy or policies purchased by the board of
trust ees.

(c) The board of trustees may include the dependents of
individuals eligible to participate in the group benefits program
under Section 1551.101 or 1551.102 in the group life insurance
coverage plan. (V.T.1.C Art. 3.50-2, Sec. 11(a).)

Source Law

Sec. 11. (a) The trustee is authorized
and directed to establish a group life
program for all enployees, including retired
enpl oyees, of this state as herein provided,
whi ch, subject to the conditions and
[imtations contained in this Act and the
trustee's rules and regul ati ons pronul gat ed
pursuant thereto, will provide for each
enpl oyee group life coverages in such an
anount as shall be determ ned by the trustee.
In addition to the benefits herei nabove
provi ded and subject to the conditions and
[imtations of the policy or policies
purchased by the trustee, such policy or
policies shall provide such paynents and
benefits for enployees and retired enpl oyees
as shall be determ ned by the trustee. The
trustee is also authorized to include the
dependents of enployees in the life program

Revi sed Law
Sec. 1551.252. ADDI TI ONAL TERM LI FE | NSURANCE.
Not wi t hst andi ng any ot her provision of this code, the board of
trustees may authori ze:
(1) dependent termlife insurance in an anount equal
to the termlife insurance provided under the basic coverage; and
(2) optional termlife insurance in an anmount equal to




four times the enpl oyee's annual salary plus the anpbunt of term
life insurance provided under the basic coverage. (V.T.1.C
Art. 3.50-2, Sec. 11(b).)

Source Law

(b) Notw thstandi ng any ot her
provi sions of this code, the trustee may
aut hori ze dependent termlife insurance in an
anount equal to the termlife insurance
provi ded under the basic coverage and nmay
aut hori ze optional termlife insurance equal
to four tines the enployee's annual salary
plus the amount of termlife insurance
provi ded under the basic coverage.

Revi sed Law
Sec. 1551.253. DETERM NATI ON OF ANNUAL SALARY. (a) To
i npl enment this subchapter, the board of trustees shall:
(1) adopt rules for the conversion of other than
annual rates of salary; and
(2) specify the types of pay included in annual salary
and any other matter necessary to inplenent this subchapter.
(b) For the purpose of determ ning the anount of an
enpl oyee's optional termlife insurance coverage, an enpl oyee's
annual sal ary includes benefit replacenent pay under Subchapter
H, Chapter 659, Governnent Code, as added by Chapter 417, Acts of
the 74th Legislature, Regular Session, 1995. (V.T.1.C
Art. 3.50-2, Secs. 11(c), 11(d), as added Acts 75th Leg., R S.,
Ch. 1035.)

Source Law

(c) Except as provided by Subsection
(d), the trustee shall prescribe regulations
providing for the conversion of other than
annual rates of pay, and specify the types of
pay included in annual pay and all other
matters necessary to inplenent this section.

(d) [as added Acts 75th Leg., RS., Ch.
1035] For the purpose of determ ning the
anmount of an enployee's optional termlife
i nsurance coverage, an enpl oyee's annual
salary includes the benefit replacenent pay
t he enpl oyee woul d be earning annual | y under
Subchapter H, Chapter 659, Governnent Code,
as added by Chapter 417, Acts of the 74th
Legi sl ature, 1995, if Section 659.121(1),
Gover nment Code, defined "conpensation"” to
i nclude only base salary or wages, |ongevity



pay, hazardous duty pay, and ni ght
differential pay.

Revi sor's Note

Section 11(d), V.T.1.C Article 3.50-2,
as added by Chapter 1035, Acts of the 75th
Legi sl ature, Regul ar Session, 1997, provides
that an enpl oyee's annual sal ary includes
benefit replacenment pay "if Section
659. 121(1), Governnent Code, defined
‘conpensation' to include only base salary or
wages, |ongevity pay, hazardous duty pay, and
night differential pay." The revised |aw
omts the quoted | anguage for the reason
stated in the revisor's note to Section
1551. 217.

Revi sed Law

Sec. 1551.254. ACCELERATED LI FE | NSURANCE BENEFITS. (a) 1In
addition to exercising the authority granted under Subchapter B
Chapter 1111, the board of trustees may adopt rules to provide
for paynent of accelerated |ife insurance benefits to a
termnally ill, termnally injured, or permanently disabled
participant, including an annuitant participating in optional
termlife insurance coverage, in anounts that benefit the
partici pant wi thout increasing the cost of providing the
benefits.

(b) The amount of any paynment of an accel erated benefit
under a rule adopted under this section nust be deducted fromthe
anount that woul d otherwi se be payable as a death benefit.
(V.T.1.C. Art. 3.50-2, Sec. 11(d), as added Acts 75th Leg., R S
Ch. 1048; Sec. 11(e)(3) (part).)

Source Law

(d) [as added Acts 75th Leg., RS., Ch.
1048] In addition to the authority granted
under Article 3.50-6, |Insurance Code, the
trustee nmay adopt rules to provide for
paynment of accelerated |life insurance
benefits to a termnally ill, termnally
injured, or permanently disabled participant
in amounts that benefit the participants
wi t hout increasing the cost of providing the
benefits. The anobunt of any paynent of an
accel erated benefit under rul es adopted under
this subsection nust be deducted fromthe
anount that woul d otherwi se be payable as a
deat h benefit.

[(e)]



(3) . . . An annuitant
participating in optional termlife insurance
coverage is eligible for accelerated life
i nsurance benefits as provided by rul es
adopted under the authority of Subsection (d)
of this section, as added by Chapter 1048,
Acts of the 75th Legislature, Regular
Sessi on, 1997.

Revi sed Law

Sec. 1551.255. | NCLUSI ON OF PROVI SI ONS FOR VI ATI CAL
SETTLEMENTS. (a) In this section, "viatical settlement"” has the
meani ng assi gned by Section 1111. 001.

(b) The board of trustees shall adopt rules that require a
group life insurance coverage plan established under this chapter
to allow a participant in the plan to make, in conjunction with
recei pt of a viatical settlenment, an irrevocabl e designation of
beneficiary for part or all of the group life coverage benefits.

(c) Awviatical settlenent is not valid for any coverage
under the group benefits program unl ess the participant has a
terminal illness or termnal injury, as defined by rules adopted
by the board of trustees, at the time application for benefits is
made. (V.T.1.C Art. 3.50-2, Sec. 11A)

Source Law

Sec. 11A. The trustee shall adopt rules
requiring a group life insurance program
provi ded to enpl oyees, including annuitants
or dependents, to include a provision
al l owi ng the enpl oyee, annuitant, or
dependent to make, in conjunction with
recei pt of a viatical settlenent, an
i rrevocabl e designation of beneficiary for
part or all of the group life coverage
benefits. A viatical settlenment is not valid
for any coverage under the Texas Enpl oyees
Uni form G oup I nsurance Program unless the
enpl oyee, annuitant, or dependent has a
terminal illness or termnal injury, as
defined by rules adopted by the trustee, at
the tinme application for benefits is made.
In this section, "viatical settlenent” has
t he neani ng assigned by Article 3.50-6A,
| nsurance Code.

Revi sed Law
Sec. 1551.256. OPTIONAL TERM LI FE | NSURANCE COVERACGE AFTER
RETI REMENT. (a) A participant in the optional group termlife




i nsurance coverage plan may maintain optional termlife insurance
coverage after retirenent in addition to basic termlife
i nsurance coverage after retirenent.

(b) The board of trustees nmay adopt rules to inplenent and
adm ni ster Subsection (a).

(c) Under Subsection (a), the participant may maintain an
amount of optional termlife insurance coverage on the
participant's life on the date of retirement, not to exceed two
times the participant's annual salary on the | ast Septenber 1
before retirement and subject to benefit reduction factors based
on age as determ ned by the board of trustees.

(d) The board of trustees shall determ ne the premumrate
for optional termlife insurance coverage for annuitants under
Subsection (a). The rate nust be conparable to the premumrate
for optional termlife insurance coverage for enpl oyees of the
sane age.

(e) As an alternative to the optional termlife insurance
coverage plan, an annuitant may choose a m ni num opti onal term
Iife insurance coverage anount not subject to benefit reduction
factors based on age, with a coverage anount and premiumrate
determ ned by the board of trustees. (V.T.I.C Art. 3.50-2,
Secs. 11(e)(1), (2).)

Source Law

(e)(1) In addition to retiree basic
termlife insurance coverage, a participant
in the optional group termlife insurance
program nmay maintain optional termlife
i nsurance coverage after retirenment. The
trustee may adopt rules for the
i npl enentation and adm nistration of this
subsecti on.

(2) A participant may maintain
after retirenment the anpbunt of optional term
life insurance coverage on the participant's
l[ife on the date of retirement, not to exceed
two tines the participant's annual salary on
the | ast Septenber 1 before retirenent and
subject to benefit reduction factors based on
age as determ ned by the trustee. The
trustee shall determine the rate for retiree
optional termlife insurance coverage. The
rate nust be conparable to the rate for
optional termlife insurance coverage for an
active enpl oyee of the sane age.
Alternatively, a retiree may choose anot her
m ni num optional termlife insurance coverage
anount not subject to benefit reduction



factors based on age, with a coverage anount
and premumrate determ ned by the trustee.

Revi sed Law
Sec. 1551.257. ELIGBILITY OF ANNU TANT FOR EXTENDED
| NSURANCE BENEFI TS. An annuitant participating in optional term
life insurance coverage is not eligible for prem umwaived
ext ended insurance benefits if the total disability begins after
the date of retirement. (V.T.1.C. Art. 3.50-2, Sec. 11(e)(3)

(part).)

Source Law

(3) An annuitant participating in
optional termlife insurance coverage i s not
eligible for prem um wai ved extended
i nsurance benefits if the total disability
begins after the date of retirenent.

Revi sed Law
Sec. 1551.258. TERM NATI ON OF ACCI DENTAL DEATH AND
DI SMEMBERVENT | NSURANCE COVERAGE ON RETI REMENT. Wt hout regard to
t he enpl oyee's age, accidental death and di smenbernent insurance
coverage ends on the enpl oyee's date of retirenment. (V.T.I1.C
Art. 3.50-2, Sec. 11(e)(3) (part).)
Source Law

(3) . . . Accidental death and
di smenber ment i nsurance coverage ceases on
the date of retirement, regardl ess of
age.

Revi sed Law
Sec. 1551.259. ORDER OF PRECEDENCE COF PAYMENT TO SURVI VORS.
(a) The amount of group life coverage and group accidental death
and di smenbernment coverage in force for a participant on the date
the participant dies shall be paid, on the establishnent of a
valid claim to a person surviving the death in the follow ng
order of precedence:

(1) to the beneficiary designated by the participant
in a signed and witnessed witing received before death by the
enpl oyi ng state agency;

(2) if a beneficiary is not designated, to the spouse
of the participant;

(3) if Subdivisions (1) and (2) do not apply, to the
children of the participant and descendants of the deceased
children by representation;

(4) if Subdivisions (1)-(3) do not apply, to the
parents of the participant or the survivor of the parents;




(5) if Subdivisions (1)-(4) do not apply, to the
executor or administrator of the estate of the participant; or

(6) if Subdivisions (1)-(5) do not apply, to other
relatives of the participant entitled under applicable | aws of
the participant's domcile on the date of the participant's
deat h.

(b) If before the first anniversary of the date of death of
the participant a claimfor paynent has not been filed by a
person entitled under the order of precedence in Subsection (a),
or if paynment to the person within that period is prohibited by
any statute or rule, paynent may be nade in the order of
precedence as if the person had predeceased the participant.

(c) |If before the second anniversary of the date of death
of the participant a claimfor paynent has not been filed by a
person entitled under the order of precedence in Subsection (a),
and neither the board of trustees nor the office established by
the adm nistering carrier has received notice that the claimw |
be made, paynent may be to a claimant equitably entitled to the
paynent as determ ned by the board.

(d) If before the fourth anniversary of the date of death
of the participant paynent has not been made under this section
and a claimfor paynent by a person entitled under this section
i s not pending, the anmount payable escheats to the credit of the
enpl oyees |ife, accident, and health insurance and benefits fund.

(e) The board of trustees shall give effect to a full or
partial disclainmer of benefits executed in accordance with
Section 37A, Texas Probate Code.

(f) Paynment under Subsection (b) or (c) bars recovery by
any ot her person.

(g) For purposes of Subsection (a)(1l), a designation,
change, or cancellation of a beneficiary in a docunent, including
awll, that is not executed and filed in the manner described by
t hat subsection is not valid. (V.T.1.C Art. 3.50-2, Sec. 12.)

Source Law

Sec. 12. (a) The anmount of group life
coverages and group acci dental death and
di snmenber ment coverages in force on an
enpl oyee at the date of his death shall be
pai d, on the establishment of a valid claim
to the person or persons surviving at the
date of his death, in the follow ng order of
pr ecedence:

First, to the beneficiary or
beneficiaries designated by the enployee in a
signed and witnessed witing received before
death in the enploying office. For this
pur pose, a designation, change, or



cancel | ati on of beneficiary in a wll or
ot her docunent not so executed and filed has
no force or effect.

Second, if there is no designated
beneficiary, to the widow or wi dower of the
enpl oyee.

Third, if none of the above, to the
child or children of the enployee and
descendants of the deceased children by
representati on.

Fourth, if none of the above, to
the parents of the enployee or the survivor
of them

Fifth, if none of the above, to the
dul y appoi nted executor or adm nistrator of
the estate of the enpl oyee.

Sixth, if none of the above, to
ot her kin of the enployee entitled under the
| aws of the domcile of the enployee at the
date of his death.

(b) If, within one year after the death
of the enployee, no claimfor paynment has
been filed by a person entitled under the
order of precedence naned by Subsection (a)
of this section, or if paynment to the person
within that period is prohibited by any
statute or regul ation, paynent may be made in
t he order of precedence as if the person had
predeceased the enpl oyee, and the paynent
bars recovery by any other person.

(c) If, within two years after the
death of the enployee, no claimfor paynent
has been filed by a person entitled under the
order of precedence named in Subsection (a)
of this section, and neither the trustee nor
the office established by the adm nistering
carrier has received notice that such a claim
will be made, paynent may be to the cl ai mant
who in the judgnent of the trustee is
equitably entitled thereto, and the paynent
bars recovery by any other person.

(d) If, within four years after the
deat h of the enployee, paynent has not been
made under this section and no claimfor
paynent by a person entitled under this
section is pending, the amount payable
escheats to the credit of the fund.

(e) The trustee shall give effect to a



full or partial disclaimer of benefits
executed in accordance with Section 37A,
Texas Probate Code.

Revi sor's Note
Section 12(a), V.T.1.C Article 3.50-2,
refers to a "duly appointed executor or
adm ni strator” of an estate. The revised |aw
omts "duly" because it does not add to the
cl ear neaning of the law. An individual who
is not properly appointed as the executor or
adm ni strator of an estate is not the
executor or adm nistrator of the estate.
[ Sections 1551. 260- 1551. 300 reserved for expansion]
SUBCHAPTER G CONTRI BUTI ONS AND COSTS
Revi sed Law
Sec. 1551.301. FUNDI NG OF BASI C COVERACGE. The board of
trustees shall use the anpbunt appropriated for enpl oyer
contributions in the manner provided by this subchapter to fund
t he basic coverage. (V.T.1.C. Art. 3.50-2, Sec. 14(a) (part).)
Source Law

Sec. 14. (a) The trustee shall use the
anount appropriated for enployer
contributions in accordance with Section 15
of this Act to fund the basic coverage.

Revi sed Law
Sec. 1551.302. ALLOCATI ON OF EMPLOYER CONTRI BUTI ONS. (a)
The board of trustees may equitably allocate to each health
benefit plan the enployer contributions that would be required to
fund basic health coverage for participants in the plans to the
extent funds are avail abl e.
(b) In allocating the enpl oyer contributions anmong pl ans,
t he board of trustees shall consider the relevant risk
characteristics of each plan's enroll nment, including:
(1) denographic variations in the use and cost of
heal th care; and
(2) prevailing cost patterns in the area in which the
pl an oper at es.
(c) The allocation nust be reasonable and set in a manner
that ensures participants a fair choice anong health benefit
pl ans providing a basic plan.
(d) The contribution set for each participant nust be
within the total anmount appropriated in the General
Appropriations Act. (V.T.1.C Art. 3.50-2, Sec. 14(a) (part).)




Source Law

(a) . . . The trustee may equitably
all ocate to each health benefits plan the
enpl oyer contri butions that would be required
to fund basic health coverage for
participants in the plans to the extent funds
are available. 1In allocating the enpl oyer
contributions anong plans, the trustee shal
consider the relevant risk characteristics of
each plan's enroll nent, including denographic
variations in the use and cost of health care
and the prevailing cost patterns in the area
in which the plan operates. The allocation
nmust be reasonable and set in a manner which
assures enpl oyees a fair choice anong health
benefit plans providing a basic plan. The
contribution set for each enpl oyee shall be
within the total amount appropriated in the
General Appropriations Act.

Revi sed Law
Sec. 1551.303. FUNDI NG COF OPTI ONAL COVERAGES. The board of
trustees may all ocate any enpl oyer contributions remaining after
t he basic coverage has been funded to fund optional coverages in
any manner the board determnes is appropriate. (V.T.I1.C
Art. 3.50-2, Sec. 14(b).)

Source Law

(b) Any enployer contributions
remai ning after the basic coverage has been
funded may be all ocated by the trustee to
fund optional coverages in any manner the
trustee determnes is appropriate.

Revi sed Law
Sec. 1551.304. FUNDI NG OF VOLUNTARY COVERAGES. The board of
trustees may not allocate any enpl oyer contributions to fund
vol untary coverages. Voluntary coverages may be funded only by
participant contributions. (V.T.1.C. Art. 3.50-2, Secs. 5A(c)

(part), 14(c).)

Source Law

[ Sec. 5A]

(c) [The trustee may define voluntary
coverages] for which the enpl oyee or
annuitant is responsible for the full cost.



[ Sec. 14]

(c) The trustee may not allocate any
enpl oyer contributions to fund voluntary
coverages. Voluntary coverages nust be
funded solely by enpl oyee contri butions.

Revi sed Law
Sec. 1551.305. COST OF BASI C COVERAGE EXCEEDI NG EMPLOYER
CONTRI BUTI ONS. If the cost of the basic coverage for an
individual eligible to participate in the group benefits program
under Section 1551.101 or 1551. 102 exceeds the amount of enpl oyer
contributions allocated to fund the basic coverage, the state
shal | deduct fromor reduce the nonthly conpensation of the
partici pant or deduct fromthe retirenent benefits of the
partici pant, as applicable, an amount sufficient to pay the cost
of the basic coverage. (V.T.1.C. Art. 3.50-2, Sec. 14(d).)
Source Law

(d) If the cost of the basic coverage
for a state enpl oyee or annuitant exceeds the
anount of enployer contributions allocated to
fund the basic coverage, the state shal
deduct fromor reduce the nonthly
conpensation of the state enpl oyee and shal
deduct fromthe retirenment benefits of the
annui tant an anount sufficient to pay the
cost of the basic coverage.

Revi sed Law
Sec. 1551.306. PAYMENT OF EXCESS COST OVER BASI C COVERAGE
CONTRI BUTION. (a) The board of trustees shall apply the anount
of any enpl oyer contribution for optional coverages to the excess
of the cost of the basic and optional coverages for which an
individual eligible to participate in the group benefits program
under Section 1551.101 or 1551. 102 applies over the basic
coverage contri bution.
(b) Except as provided by Section 1551.309, if a
partici pant applies for basic and optional coverages for which
the cost exceeds the enployer contributions for those coverages
under this chapter, the participant shall authorize in a formand
manner satisfactory to the board of trustees a deduction fromthe
participant's nonthly conpensation or nonthly annuity equal to
the difference between:
(1) the cost of basic and optional coverages for which
the participant applies; and
(2) the enployer contributions for basic and optional
coverages. (V.T.1.C. Art. 3.50-2, Sec. 14(e).)




Source Law

(e) The trustee shall apply the anount
of any enpl oyer contribution allocated to
fund optional coverages to the excess of the
cost of the basic and optional coverages for
whi ch the enpl oyee or annuitant has applied
over the basic coverage contribution. Except
as provided by Subsection (h) of this
section, if an enpl oyee or annuitant applies
for basic and optional coverages for which
t he cost exceeds the contributions for those
coverages under this Act, the enployee or
annui tant shall authorize in a form and
manner satisfactory to the trustee a
deduction fromthe enpl oyee's or annuitant's
nont hl y conpensation or annuity equal to the
di fference between the cost of basic and
optional coverages for which the enpl oyee or
annui tant has applied and the enpl oyer
contributions for basic and optional
cover age.

Revi sed Law
Sec. 1551.307. PAYMENT FOR VOLUNTARY COVERAGES. Except as

provi ded by Section 1551.309, if an individual eligible to
participate in the group benefits program under Section 1551.101
or 1551.102 applies for voluntary coverages, the participant
shall authorize in a formand manner satisfactory to the board of
trustees a deduction fromthe participant's nonthly conpensation
or nmonthly annuity equal to the cost of the voluntary coverages.
(V.T.1.C. Art. 3.50-2, Sec. 14(f).)

Source Law

(f) Except as provided by Subsection
(h) of this section, if an enpl oyee or
annui tant applies for voluntary coverages,
t he enpl oyee shall authorize in a form and
manner satisfactory to the trustee a
deduction fromthe enpl oyee's nonthly
conpensation or annuity equal to the cost of
t he voluntary coverages.

Revi sed Law
Sec. 1551.308. NO CONTRI BUTI ON ON REFUSAL OF COVERAGE. The
state and a state agency may not make any contribution to the
cost of any coverages or benefits provided under this chapter for
an individual who refuses the coverages or benefits in a form and




manner satisfactory to the board of trustees. (V.T.1.C
Art. 3.50-2, Sec. 14(g).)
Source Law

(g) |[If an enployee or annuitant refuses
t he coverages or benefits provided under this
Act in a formand manner satisfactory to the
trustee, the state and the enpl oyee's
departnment may not nake any contribution to
the cost of any coverages or benefits for the
enpl oyee or annuitant.

Revi sed Law

Sec. 1551.309. EMPLOYEE PAYMENTS FOR PARTI Cl PATION I N
CAFETERI A PLAN. (a) If an enployee elects to participate in the
cafeteria plan, the enployee nust execute a salary reduction
agreenent under which the enpl oyee's nonthly conpensation will be
reduced in an anmount equal to the difference between:

(1) the enployer contributions for basic and optional
cover ages; and

(2) the cost of the cafeteria plan coverages the board
of trustees identifies as conparable to the basic and optional
coverages for which the enployee is eligible.

(b) The salary reduction agreenent nust also provide for an
additional reduction in the enpl oyee's conpensation equal to the
cost of voluntary coverages for which the enpl oyee has appli ed.

(c) An enployee who executes a salary reduction agreenent
for a group coverage plan included in the cafeteria plan elects
to participate in the cafeteria plan and agrees to a salary
reduction for the coverages for subsequent plan years unless the
enpl oyee, during an annual enrollnment period specified by the
board of trustees, elects in a formand manner satisfactory to
t he board not to participate for the next plan year in the
cover ages.

(d) An enployee who elects not to participate in the
cafeteria plan group coverage plans may reenroll by executing a
new sal ary reduction agreenent during a subsequent annual
enrol | ment peri od.

(e) A salary reduction agreenent for cafeteria plan
benefits, other than a group coverage plan, nust be executed
annual | y during the annual enroll nment period.

(f) The enployee shall pay any remaining portion of the
cost of benefits that is not covered by the contributions for
basi ¢ and optional coverages and the salary reduction under the
cafeteria plan by executing a payroll deduction agreenent.
(V.T.1.C. Art. 3.50-2, Sec. 14(h).)




Source Law

(h) If an enployee elects to
participate in the cafeteria plan, the
enpl oyee must execute a salary reduction
agreenment under which the enployee's nonthly
conpensation will be reduced in an anount
that is equal to the difference between the
enpl oyer contributions for basic and optional
coverages and the cost of the cafeteria plan
coverages identified by the trustee as
conparable to the basic and optional
coverages for which the enployee is eligible.
The sal ary reduction agreenent nust al so
provi de for an additional reduction in the
enpl oyee' s conpensation equal to the cost of
vol untary coverages for which the enpl oyee
has applied. An enployee who executes a
sal ary reduction agreenent for insurance
coverage included in the cafeteria plan has
el ected to participate in the cafeteria plan
and agreed to a salary reduction for the
i nsurance coverages for subsequent plan years
unl ess the participant, during an annual
enrol | ment period specified by the trustee,
elects in a formand manner satisfactory to
the trustee not to participate for the next
pl an year in the insurance coverages. An
enpl oyee who has elected not to participate
in the cafeteria plan insurance coverages nmay
re-enroll by executing a new salary reduction
agreenent during a subsequent annual
enrol Il ment period. A salary reduction
agreenent for cafeteria plan benefits other
t han i nsurance coverages nust be executed
annual | y, during the annual enroll nent
period. The enployee shall pay any renaining
portion of the cost of benefits that is not
covered by the contributions for basic and
optional coverages and the salary reduction
under the cafeteria plan by executing a
payrol | deduction agreenent.

Revi sed Law
Sec. 1551.310. STATE CONTRI BUTI ON REQUI RED. The state shal
contribute to the cost of each participant's group coverages,
i ncl udi ng dependents' group coverages, the anounts appropriated
for the coverages in the General Appropriations Act. (V.T.I.C




Art. 3.50-2, Sec. 15(b) (part).)
Source Law

(b) The state shall contribute to the
cost of each enployee's individual and
dependent group coverages the anmounts
appropriated for the coverages in the General
Appropriations Act.

Revi sed Law
Sec. 1551.311. AMOUNT OF STATE CONTRIBUTION. (a) Not later
t han Novenber 1 precedi ng each regul ar session of the
| egi sl ature, the board of trustees shall certify to the
Legi sl ati ve Budget Board and the budget division of the
governor's office for information and revi ew t he anpbunt necessary
to pay the contributions of the state to the board for the
coverages provided under this chapter during the foll ow ng
bi enni um
(b) The governor shall include the amobunt in the budget
that the governor submits to the legislature. (V.T.I1.C
Art. 3.50-2, Sec. 15(a) (part).)
Source Law

Sec. 15. (a) On or before the first day
of Novenber next precedi ng each regul ar
session of the legislature, the trustee shal
certify to the Legislative Budget Board and
budget division of the governor's office for
informati on and revi ew t he anmount necessary
to pay the contributions of the State of
Texas to the trustee for the coverages
provi ded under this Act during the ensuing
biennium . . . This anmount shall be
i ncluded in the budget of the state which the
governor submts to the |egislature.

Revi sed Law
Sec. 1551.312. AMOUNT OF STATE CONTRI BUTI ON FOR CERTAI N
DEPENDENT CHI LDREN. The state may contribute a greater anmount for
coverage for dependent children described by Section 1551. 159(a)
than the anobunt the state contributes for group coverages for
ot her dependent children. (V.T.1.C Art. 3.50-2, Sec. 15(b)

(part).)

Source Law

(b) . . . The state may contribute a
greater amount for coverage for dependent
chil dren descri bed by Section 14A(a) of this



Act than the state contributes for group
coverages for other dependent children.

Revi sed Law
Sec. 1551.313. AMOUNT OF STATE CONTRI BUTI ON FOR CERTAI N

SURVI VI NG DEPENDENTS. If funds are specifically appropriated for
the purpose, this state shall pay the same portion of the cost of
the required contributions for a deceased annuitant's surviving
spouse or other surviving dependent who el ects to retain coverage
under Section 1551.156 as this state pays for simlar dependent
coverage for an enployee or annuitant participating in the
program (V.T.1.C. Art. 3.50-2, Sec. 19(b) (part).)

Source Law

(b) . . . If funds are specifically
appropriated for the purpose, the state shal
pay the sanme portion of the cost of the
required contributions for a deceased
retiree's surviving spouse or other surviving
dependent who el ects to retain coverage under
this subsection as it pays for simlar
dependent coverage for an enployee or retiree
participating in the program

Revi sed Law
Sec. 1551.314. CERTAI N STATE CONTRI BUTI ONS PROHI BI TED. A

state contribution may not be nmade for coverages under this
chapter selected by an individual who receives a state
contribution, other than as a spouse, dependent, or beneficiary,
for coverages under a group benefits program provided by an
institution of higher education, as defined by Section 61. 003,
Education Code. (V.T.1.C Art. 3.50-2, Sec. 15(a) (part).)

Source Law

(a) . . . A state contribution nmay not
be made for coverages under this Act selected
by a person who receives a state
contribution, other than as a spouse,
dependent, or beneficiary, for coverages
under a group benefits program provided by an
institution of higher education, as that term
is defined by Section 61.003, Education
Code.

Revi sed Law
Sec. 1551.315. REQUI RED CONTRI BUTI ONS BY STATE AGENCI ES.
(a) The governing board of each state agency participating in
t he group benefits programshall pay to the board of trustees an




anount equal to the anount appropriated by the |egislature for
each enpl oyee's individual group coverages or dependents' group
coverages for the agency's enployees who are, and annuitants who
wer e, conpensated from funds not appropriated in the CGeneral
Appropriations Act.

(b) The state agency shall:

(1) include the required contributions fromfunds not
appropriated in the General Appropriations Act in its annual
oper ati ng budget;

(2) ensure current participant coverages based on the
records of the board of trustees;

(3) nmake tinely paynents of anmounts due the board of
trustees fromall fund sources under the state agency's control;
and

(4) each nonth reconcile board of trustees and state
agency records of coverages and paynents. (V.T.1.C Art. 3.50-2,
Sec. 15(b) (part).)

Source Law

(b) . . . The governing board of each
state departnment and institution of higher
education participating in the program
est abl i shed under this Act shall pay the
trustee a |i ke amount for each enpl oyee's
i ndi vi dual or dependent group coverages for
their enpl oyees who are, and retirees who
wer e, conpensated from funds not appropriated
in the General Appropriations Act. The
departnments and institutions shall include
the required contributions fromfunds not
appropriated in the General Appropriations
Act in their annual operating budgets. Each
state departnent and institution of higher
education participating in the program shal
assure current participant coverages based on
the records of the trustee, make tinely
paynents of amounts due the trustee from al
fund sources under the control of the
departnent or institution, and reconcile
trustee and agency records of coverages and
paynments nonthly.

Revi sed Law
Sec. 1551.316. ALLOCATION TO BOARD OF TRUSTEES OF EMPLOYER
CONTRI BUTI ONS. From t he several funds from whi ch enpl oyees
receive their respective salaries, all enployer contributions
conputed in accordance with this chapter and rul es adopted under
this chapter are allocated to the board of trustees as provided




by this chapter. (V.T.1.C. Art. 3.50-2, Sec. 15(b) (part).)
Source Law

(b) . . . There is hereby allocated to
the trustee, in accordance with the
provi sions of this Act, fromthe several
funds from which enpl oyees receive their
respective salaries, a sumequal to the total
of all enployer contributions conputed in
accordance with the provisions of this Act
and the rules and regul ations of the trustee
promnul gat ed pursuant thereto.

Revi sed Law

Sec. 1551.317. PAYMENT OF EMPLOYER CONTRI BUTI ONS ALLOCATED
BY THE STATE. (a) Al noney allocated by this state, including
by institutions of higher education, to the board of trustees
under this chapter shall be paid to the board in nonthly
instal |l ments based on the annual estimate by the board of the
contributions to be received for all enployees during the year.

(b) At the end of each fiscal year, the board of trustees
shal | make any adjustnments required to cover the difference
bet ween:

(1) the annual estimte; and
(2) the actual amount of the enpl oyer contributions
during the year.

(c) Each nonthly installnment shall be paid to the
appropriate fund created by this chapter in the anount certified
by the board of trustees. (V.T.I.C Art. 3.50-2, Sec. 15(c).)

Source Law

(c) Al noney hereby allocated by the
state, including institutions of higher
education, to the trustee under this Act
shall be paid to the trustee in nonthly
instal |l ments based on the annual estinmate by
the trustee of the contributions to be
received for all enployees during said year;
provi ded, however, that in the event said
estimate of the contributions of the
enpl oyees shall vary fromthe actual anount
of the enployer contributions during the
year, such adjustnents shall be nmade at the
cl ose of each fiscal year as may be required.
Each of said nonthly installnents shall be
paid into the appropriate fund created by
this Act in the anount certified by the
t rust ee.



Revi sed Law

Sec. 1551.318. PAYMENT OF EMPLOYER CONTRI BUTI ONS NOT
ALLOCCATED BY THE STATE. (a) The board of trustees shall certify
to the governing board of each state agency participating in the
group benefits programthat provides contributions for its
enpl oyees' group coverages and dependents' group coverages from
operating budgets provided from sources other than the General
Appropriations Act the proportionate anounts required to pay its
contri butions.

(b) The board of trustees shall nake the certification not
|ater than the 30th day before the date of the nmeeting at which
t he governing board of the state agency adopts its operating
budget. (V.T.1.C Art. 3.50-2, Sec. 15(d).)

Source Law

(d) The trustee shall certify to the
governi ng boards of those state departnents
and institutions of higher education
participating in the program established
under this Act who provide contributions for
t heir enpl oyees' individual and dependent
coverages from operating budgets provided
from sources other than the CGenera
Appropriations Act the proportionate anounts
required to pay their respective
contributions. Such certifications shall be
made at | east 30 days prior to the neeting at
whi ch the governing board adopts its
oper ati ng budget .

Revi sed Law

Sec. 1551.319. AMOUNT OF CONTRI BUTI ON FOR FULL-TI ME AND
PART- TI ME EMPLOYEES. (a) A full-tinme enpl oyee receives the
benefits of a full state contribution for coverage under this
chapter.

(b) A part-tinme enployee receives the benefits of one-half
of the ampbunt of the state contribution received by a full-tine
enpl oyee. (V.T.1.C. Art. 3.50-2, Secs. 3(a)(14) (part), (15)

(part).)

Source Law

(14) . . . A part-tinme enployee
shall receive the benefits of one-half the
anount of the state's contribution received
by full-tinme enpl oyees.

(15) . . . A full-tinme enployee
shall receive the benefits of a full state
contribution for coverage under this Act.



Revi sed Law
Sec. 1551.320. CERTAIN COSTS. The Texas Hi gher Education
Coordi nating Board shall pay all costs incurred in determning
whet her an individual is disabled if:
(1) the individual is an annuitant under the optional
retirenment program established by Chapter 830, Governnent Code;
and

(2) the individual's |last state enploynent was as an
of ficer or enpl oyee of the coordinating board. (V.T.1.C
Art. 3.50-2, Sec. 4A (part).)
Source Law

Sec. 4A. . . . Al costs incurred in
determ ni ng whether or not a person is
di sabl ed who is an annuitant under the
optional retirenment program established by
Subchapter G Chapter 51, Texas Education
Code, as anmended, and whose | ast state
enpl oynent was as an officer or enpl oyee of
t he Coordi nati ng Board, Texas Col | ege and
Uni versity System shall be paid by that
boar d.

Revi sor's Note

(1) Section 4A, V.T.1.C
Article 3.50-2, refers to the "Coordinating
Board, Texas College and University System"™
In 1987, the nane of the agency was changed
by Section 1.08, Chapter 823, Acts of the
70th Legislature, Regular Session, to "Texas
H gher Education Coordinating Board." The
revised law is drafted accordingly.

(2) Section 4A, V.T.1.C
Article 3.50-2, refers to the optional
retirement program established by "Subchapter
G Chapter 51, Texas Education Code, as
anended."” That statute was repeal ed and
recodified in 1981 as Chapter 830, Governnent
Code. The revised law is drafted
accordingly. In addition, the revised | aw
omts the reference to "as anmended" because
Section 312.008, CGovernment Code, which
applies to this code, provides that a
reference to any statute applies to al
amendnents of the statute.

[ Sections 1551.321-1551. 350 reserved for expansion]




SUBCHAPTER H. EXPULSI ON AND ADJUDI CATI ON OF CLAI Ms
Revi sed Law
Sec. 1551.351. EXPULSION. (a) After notice and hearing as
provided by this section, the board of trustees may expel from
participation in the group benefits programa partici pant who:
(1) submts a fraudulent claimor application for
coverage under the program or
(2) defrauds or attenpts to defraud a group coverage
pl an offered under the group benefits program
(b) On receipt of a conplaint or on its own notion, the
board of trustees may call and hold a hearing to determ ne
whet her a participant acted in a manner described by Subsection

(a).

(c) A proceeding under this section is a contested case
under Chapter 2001, Governnment Code.

(d) At the conclusion of the hearing, if the board of
trustees determnes that the participant acted in a manner
descri bed by Subsection (a), the board shall expel the
participant fromparticipation in the group benefits program

(e) A participant expelled fromthe group benefits program
may not participate in a coverage plan offered by the programfor
a period determined by the board of trustees, not to exceed five
years, beginning on the date the expul sion takes effect.

(f) An appeal of a determ nation by the board of trustees
under this section is under the substantial evidence rule.
(V.T.1.C. Art. 3.50-2, Sec. 13A)

Source Law

Sec. 13A. (a) After notice and hearing
as provided by this section, the trustee may
expel fromparticipation in the Texas
enpl oyees uni form group i nsurance program any
enpl oyee, annuitant, or dependent who submts
a fraudul ent claimor application for
coverage under or has defrauded or attenpted
to defraud any heal th mai nt enance
organi zati on or insurance or benefits plan
of fered under the program

(b) On receipt of a conplaint or onits
own notion, the trustee may call and hold a
hearing to determ ne whet her an enpl oyee,
annui tant, or dependent has submtted a
fraudul ent claimor application for coverage
under or has defrauded or attenpted to
defraud any heal th nmai nt enance organi zation
or insurance or benefits plan offered under
t he Texas enpl oyees uniform group insurance
program



(c) A proceeding under this section is
a contested case under the admnistrative
procedure |aw, Chapter 2001, Governnment Code.

(d) At the conclusion of the hearing,
if the trustee issues a decision that finds
that the accused enpl oyee, annuitant, or
dependent submtted a fraudul ent claimor
application for coverage or has defrauded or
attenpted to defraud any heal t h mai nt enance
organi zati on or insurance or benefits plan
of fered under the Texas enpl oyees uniform
group insurance program the trustee shal
expel the enployee, annuitant, or dependent
fromparticipation in the program

(e) An appeal of a decision of the
trustee under this section is under the
substanti al evidence rule.

(f) An enployee, annuitant, or
dependent expelled fromthe Texas enpl oyees
uni form group i nsurance program may not
participate in any plan of coverage offered
by the programfor a period determ ned by the
trustee of not nore than five years fromthe
date the expul sion fromthe programtakes
effect.

Revi sor's Note
Section 13A(a), V.T.I.C. Article 3.50-2,
provi des a process for expul sion from
participation in the group benefits program
for a participant who engages in certain
fraudul ent acts in relation to "any health
mai Nt enance organi zation or insurance or
benefits plan offered under the program™ It
is the clear intent of the source |aw that
t he expul sion process apply to a participant
who engages in certain fraudulent acts in
relation to all of the plans offered under
the group benefits program and group coverage
plan, and the revised lawis drafted
accordingly.
Revi sed Law
Sec. 1551.352. EXECUTI VE DI RECTOR DETERM NES QUESTI ONS
RELATI NG TO ENROLLMENT OR PAYMENT OF CLAI MS. The executive
di rector has exclusive authority to determ ne all questions
relating to enrollnent in or paynent of a claimarising from
group coverages or benefits provided under this chapter other
than questions relating to paynent of a claimby a health




mai nt enance organi zation. (V.T.1.C. Art. 3.50-2, Sec. 4B(a).)
Source Law

Sec. 4B. (a) The executive director of
t he Enpl oyees Retirenment System of Texas has
excl usive authority to determ ne al
guestions relating to enrollnment in or
paynment of clains arising from prograns or
coverages provided under authority of this
Act, other than questions relating to paynent
of clainms by a health mai ntenance
or gani zat i on.

Revi sed Law
Sec. 1551.353. RESCI SSI ON OF COVERACGE OR DENI AL OF CLAI M BY
EXECUTI VE DI RECTOR. (a) The executive director may rescind
coverage, deny a claimarising fromthe coverage, or both, if the
executive director determnes that a participant has:
(1) obtained the coverage under any group coverage
pl an provi ded under this chapter through the use of a materi al
m srepresentation or fraud; or
(2) fraudulently induced the extension of the coverage
by making a material msrepresentation or supplying false
information on an application for coverage or related
docunentation or in a comunication.
(b) The executive director may rescind the coverage to the
date of:

(1) the inception of the coverage; or
(2) the fraudulent act or material m srepresentation.
(c) The authority of the executive director to act under
this section is in addition to and i ndependent of any expul sion
action under Section 1551.351. (V.T.I.C. Art. 3.50-2, Sec.
4B(a-1) (part).)
Source Law

(a-1) |If the executive director
determ nes that a participant has obtai ned
coverage under any program provi ded under the
authority of this Act through the use of any
mat erial m srepresentation or fraud or has
fraudul ently induced the extension of
coverage by making a materi al
m srepresentation or by supplying fal se
information on any application for coverage
or related docunentation or in any
conmuni cation, the executive director may
rescind the coverage to the date of the
i nception of the coverage or to the date of



the fraudul ent act or materi al

m srepresentation, deny any claimarising out
of the fraudul ently induced coverage, or
both. Renedies available to the executive

di rector under this subsection are in
addition to and independent of any expul sion
action that may be instituted under Section
13A of this Act.

Revi sed Law

Sec. 1551.354. DOUBLE OR MULTIPLE LIABILITY. (a) The
executive director may determne that a claimarising under any
group coverage plan adm nistered by the board of trustees may
expose the plan to double or multiple liability.

(b) The executive director may cause the filing of a suit
concerning the claimin a district court in Travis County on
behal f of the Enpl oyees Retirenent System of Texas to protect the
group coverage plan fromdouble or multiple liability. (V.T.1.C
Art. 3.50-2, Sec. 4B(b).)

Source Law

(b) The authority of the executive
director to determ ne questions includes the
authority to determine that a claimarising
under any program adm ni stered by the trustee
may expose the programto double or nultiple
[iability. The executive director may cause
suit concerning the claimto be filed in a
district court in Travis County on behal f of
t he Enpl oyees Retirenent System of Texas to
protect the programfrom double or multiple
liability.

Revi sed Law
Sec. 1551.355. APPEAL OF EXECUTI VE DI RECTOR S
DETERM NATI ON. (a) Subject to Subsection (b), an appeal of a
determ nation of the executive director under this subchapter is
only to the board of trustees.
(b) On behalf of the board of trustees, the executive
director may:
(1) refer an appeal to the State Ofice of
Adm ni strative Hearings for a hearing; or
(2) notw thstanding any other law, including Section
2003. 021, CGovernnent Code, enploy or contract for the services of
an adm nistrative | aw judge or other hearing exam ner not
affiliated wwth the State O fice of Adm nistrative Hearings to
conduct the hearing of an appeal.
(c) The appeal is a contested case under Chapter 2001,




Government Code. (V. T.1.C Art. 3.50-2, Secs. 4B(a-1) (part), (c)

(part), (c-3).)
Sour ce Law

(a-1) . . . A decision of the
executive director under this subsection may
be appealed to the trustee as provided by
Subsection (c) of this section.

(c) A decision by the executive
di rector under Subsection (a) or (a-1) of
this section may be appealed only to the
trustee. An appeal to the trustee is a
contested case under the admnistrative
procedure | aw, Chapter 2001, Governnent
Code.

(c-3) On behalf of the trustee, the
executive director may refer an appeal nmade
under Subsection (c) of this section to the
State O fice of Adm nistrative Hearings for a
hearing or, notw thstandi ng Section 2003. 021,
Governnment Code, or other |aw, enploy or
contract for the services of an
adm ni strative |aw judge or hearing exam ner
not affiliated wth the State O fice of
Adm ni strative Hearings to conduct the
heari ng.

Revi sed Law
Sec. 1551.356. STANDI NG A person has standing to appeal a

determ nation of the executive director under this subchapter
only if the person is:

(1) an individual participating in the group benefits
prograny or

(2) after the death of a participant, the
participant's estate, personal representative, heir at |aw, or
desi gnated beneficiary. (V.T.1.C. Art. 3.50-2, Sec. 4B(c)

(part).)

Source Law

(c) . . . Standing to pursue an
adm ni strative appeal under this sectionis
limted to enpl oyees, annuitants, and covered
dependents participating in the Texas
enpl oyees uni form group i nsurance program or
after the death of a participant, to the
participant's estate, persona



representative, heirs at |law, or designated
beneficiary.

Revi sed Law
Sec. 1551.357. DETERM NATI ON CF APPEAL BY BOARD OF
TRUSTEES. (a) In a proceeding considered to be a contested case
under Chapter 2001, CGovernment Code, the board of trustees may
nodi fy or delete a proposed finding of fact or conclusion of |aw
contained in a proposal for decision submtted by an
adm ni strative |law judge or other hearing exam ner, or make
alternative findings of fact and concl usions of |aw
(b) The board of trustees shall state in witing the
specific reason for the board' s determ nation
(c) The board of trustees may adopt rules to inplenent this
section. (V.T.1.C Art. 3.50-2, Sec. 4B(c-1).)
Source Law

(c-1) The board of trustees may nodify
or delete a proposed finding of fact or
concl usion of |law contained in a proposal for
deci sion submtted by an administrative | aw
j udge or other hearing exam ner, or make
alternative findings of fact and concl usi ons
of law, in a proceeding considered to be a
contested case under Chapter 2001, CGovernnent
Code. The board of trustees shall state in
witing the specific reason for the
determ nati on and nmay adopt rules for the
i npl ementation of this subsection.

Revi sed Law

Sec. 1551.358. NEGOTIATION. (a) Notw thstanding any ot her
provi sion of this subchapter, the board of trustees and a person
who has standing to pursue an adm nistrative appeal under this
subchapter may at any tinme informally negotiate an award of
benefits.

(b) Negotiated benefits may not exceed the maxi mum benefits
ot herwi se available or required by law. (V.T.1.C. Art. 3.50-2,
Sec. 4B(c-2).)

Source Law

(c-2) Notw thstandi ng Subsections (c)
and (d) of this section, the trustee and a
person who has standing to pursue an
adm ni strative appeal may at any tine
informal |y negotiate an award of benefits.
Negoti ated benefits may not exceed the
maxi mum benefits ot herw se avail able or



required by | aw

Revi sed Law
Sec. 1551.359. STANDARD OF REVI EW OF DETERM NATI ON OF BOARD
OF TRUSTEES. The standard of review for the appeal of a
determ nation made by the board of trustees under this subchapter
is by substantial evidence. (V.T.1.C Art. 3.50-2, Sec. 4B(d).)
Source Law

(d) On appeal of a decision nade by the
trustee under Subsection (c) of this section,
t he standard of review is by substanti al
evi dence.

Revi sed Law
Sec. 1551.360. DELEGATION. (a) The board of trustees may
del egate its duty to hear an appeal to the executive director.
(b) The executive director nmay del egate the director's duty
under this subchapter to another enpl oyee of the Enployees
Retirement System of Texas. (V.T.I.C Art. 3.50-2, Secs. 4B(e),

(f).)

Source Law

(e) The trustee nmay delegate its duties
to hear appeals to the executive director.

(f) The executive director may del egate
the duties of the executive director under
this section to another person who is
enpl oyed by the Enpl oyees Retirenent System
of Texas.

[ Sections 1551.361-1551. 400 reserved for expansion]

SUBCHAPTER |. FUNDS
Revi sed Law
Sec. 1551.401. EMPLOYEES LI FE, ACCI DENT, AND HEALTH
| NSURANCE AND BENEFI TS FUND. (a) The enployees |ife, accident,
and heal th insurance and benefits fund is in the state treasury.
(b) The board of trustees shall adm nister the fund.
(c) Contributions of participants and the state provided
for under this chapter shall be credited to the fund.
(d) The fund is avail abl e:
(1) wthout fiscal year limtation for all paynments
for any coverages provided for under this chapter; and
(2) for paynment of expenses of administering this
chapter within the limtations that may be specified annually by
the | egislature.
(e) The board of trustees shall regularly set aside in the




fund an anmount equal to a percentage of the contributions nmade by
participants and the state that the board determ nes is
reasonably adequate to pay the expenses of adm nistering this
chapter.

(f) The board of trustees, fromtine to tinme and in amounts
it considers appropriate, may transfer unused funds for
adm ni strative expenses to the contingency reserves to be used by
the board only for charges, clains, and expenses under the group
benefits program (V.T.1.C. Art. 3.50-2, Secs. 16(a), (b).)

Source Law

Sec. 16. (a) There is hereby created
with the treasury of the State of Texas an
Enpl oyees Life, Accident, and Health
| nsurance and Benefits Fund which shall be
adm nistered by the trustee. The
contributions of enployees, annuitants, and
the state provided for under this Act shal
be paid into the fund. The fund is avail abl e:

(1) wthout fiscal year limtation
for all paynents for any coverages provided
for under this Act; and

(2) to pay expenses for
admnistering this Act within the limtations
that may be specified annually by the
| egi sl ature.

(b) Portions of the contributions nade
by enpl oyees, annuitants, and the state shal
be regularly set aside in the fund as
follows: a percentage determ ned by the
trustee to be reasonably adequate to pay the
adm ni strative expenses nmade avail abl e by
Subsection (a) of this section. The trustee,
fromtinme to tine and in anmobunts it considers
appropriate, may transfer unused funds for
adm ni strative expenses to the contingency
reserves to be used by the trustee only for
charges, clains, costs, and expenses under
t he program

Revi sed Law

Sec. 1551.402. STATE EMPLOYEES CAFETERI A PLAN TRUST FUND
(a) The state enployees cafeteria plan trust fund is in the
state treasury.

(b) The board of trustees shall adm nister the fund.

(c) The followi ng shall be credited to the fund:

(1) salary reduction paynents for benefits included in

a cafeteria plan other than group coverage plans under the group




benefits program and

(2) appropriations by the state for the admnistration
of a cafeteria plan.

(d) The trust fund is available without fiscal year
[imtation:

(1) for all paynents for any benefits included in a
cafeteria plan other than group coverage plans under the group
benefits program and

(2) for paynment of expenses of adm nistering a
cafeteria plan.

(e) The board of trustees may establish accounts for noney
in the fund as the board consi ders necessary, including accounts
for the adm nistration of a cafeteria plan. The board of
trustees may transfer assets fromone account to anot her:

(1) to pay benefits if:

(A) the transfer is necessary for financial
managenent purposes; and

(B) adequate arrangenents are made to reinburse
t he account fromwhich the transfer was nmade; and

(2) to pay administrative expenses. (V.T.1.C
Art. 3.50-2, Secs. 16B(a), (c).)

Source Law

Sec. 16B. (a) The State Enpl oyees
Cafeteria Plan Trust Fund is created in the
State Treasury. The trust shall be
adm nistered by the trustee. Salary
reducti on paynments for benefits included in a
cafeteria plan adopted under this Act other
t han coverages under the Texas Enpl oyees
Uni form G oup I nsurance Program and
appropriations by the state for the
adm nistration of a cafeteria plan adopted
under this Act shall be paid into the trust
fund. The trust fund is avail able w thout
fiscal year limtation

(1) for all paynents for any
benefits included in a cafeteria plan adopted
under this Act other than coverages under the
Texas Enpl oyees Uniform G oup | nsurance
Program and

(2) to pay expenses for
adm nistering the cafeteria plan adopted
under this Act.

(c) The trustee may establish the
accounts for noney in the State Enpl oyees
Cafeteria Plan Trust Fund as the trustee



consi ders necessary, including any accounts
the trustee considers necessary for the

adm nistration of a cafeteria plan adopted
under this Act. The trustee may transfer
assets fromone account to another to pay
benefits if the transfer is necessary for
financi al managenent purposes and if adequate
arrangenments are nmade to reinburse the
account out of which the transfer was made,
and to pay adm nistrative expenses.

Revi sed Law

Sec. 1551.403. FEES FOR STATE EMPLOYEES CAFETERI A PLAN
TRUST FUND. (a) Subject to Subsection (e), the board of trustees
may establish a nonthly fee to be paid by each enpl oyee who
elects to participate in a cafeteria plan for the purpose of
payi ng the expenses of adm nistering the cafeteria plan.

(b) The board of trustees shall establish the anmount of the
nmonthly fee and may establish a separate fee for each benefit
included in a cafeteria plan.

(c) |If the board of trustees establishes a nonthly fee,
each enpl oyee who participates in the cafeteria plan nust
aut hori ze paynent of the fee by executing a separate payrol
deduction agreenent or as part of the salary reduction agreenent,
as determ ned by the board.

(d) The nonthly fee shall be paid into the state enpl oyees
cafeteria plan trust fund.

(e) The board of trustees may not establish a fee for
adm ni stering the prem um conversion benefit portion of a
cafeteria plan. (V.T.1.C. Art. 3.50-2, Secs. 13B(d) (part),
16B(b).)

Source Law

[ Sec. 13B]

(d) . . . Notw thstandi ng any
provi sion of Section 16B of this Act to the
contrary, the trustee may not establish a fee
or charge for adm nistering the prem um
conversion benefit portion of the cafeteria
pl an.

[ Sec. 168B]

(b) The trustee may establish a nonthly
charge or charges to be paid by each enpl oyee
who elects to participate in a cafeteria plan
adopted under this Act for the purpose of
payi ng the expenses of adm nistering the
cafeteria plan. The trustee shall establish



t he amount of the nonthly charge or charges
and may establish a separate charge for each
benefit included in a cafeteria plan adopted
under this Act. |If the trustee establishes a
nmont hl y charge or charges, each enpl oyee who
participates in the cafeteria plan shal

aut hori ze paynent of the charge or charges by
executing a payroll deduction agreenent or as
part of the salary reduction agreenent, as
determ ned by the trustee. The nonthly
charge or charges shall be paid into the
State Enpl oyees Cafeteria Plan Trust Fund.

Revi sor's Note
Section 13B(d), V.T.I.C. Article 3.50-2,
refers to a "fee or charge.” The reference
to "charge" is omtted fromthe revised | aw
because "charge" is included within the
meani ng of "fee."
Revi sed Law
Sec. 1551.404. | NSUFFI Cl ENT EARNI NGS FOR EMPLOYEE TO
PARTI Cl PATE I N CAFETERIA FUND. (a) |If the earnings of an
enpl oyee who elects to participate in a cafeteria plan are
insufficient to pay the cost of the coverages and benefits
sel ected by the enployee, the enployee is liable to the board of
trustees for an anount equal to the difference between:
(1) the amount received by the board; and
(2) the cost of the coverages and benefits.
(b) If the enpl oyee does not pay the difference within the
time specified by the board of trustees, the board may:
(1) cancel the coverages and benefits retroactive to
the last nonth for which full paynent was nmade; or
(2) pursue any other available legal renedy. (V.T.1.C
Art. 3.50-2, Sec. 16B(d).)

Source Law

(d) If the earnings of an enpl oyee who
elects to participate in a cafeteria plan
adopted under this Act are insufficient to
pay the cost of the coverages and benefits
sel ected by the enployee, the enpl oyee shal
be liable to the trustee for the difference
bet ween t he anmount received by the trustee
and the cost of the coverages and benefits
selected. |If the enployee fails to pay the
difference within the tinme specified by the
trustee, the trustee may cancel the coverages
and benefits retroactive to the last nonth



for which full payment was nmade or may pursue
ot her | egal renmedies available to it.

Revi sed Law

Sec. 1551.405. EMPLOYEES HEALTH CARE STABI LI ZATI ON TRUST
FUND. (a) The enployees' health care stabilization trust fund is
a fund in the state treasury.

(b) The board of trustees shall adm nister the fund.

(c) The followi ng shall be credited to the fund:

(1) nroney transferred to the fund at the direction of
the | egislature; and
(2) gifts and grants contributed to the fund.

(d) In admnistering the fund, the board of trustees shal
make investnents in a manner that preserves the purchasing power
of the fund' s assets.

(e) Mney in the fund may not be spent for any purpose,
except that the interest and investnment returns of the fund may
be appropriated only to stabilize the cost of state and
partici pant contributions for health benefit coverage under this
chapter by minimzing to the greatest extent possible increases
in those contributions.

(f) The fund is exenpt fromthe application of Section
403. 095, CGovernnent Code. (V.T.1.C Art. 3.50-2, Secs. 16C(a),
(b) (part), (c) (part), (d), (e).)

Source Law

Sec. 16C. (a) The enployees' health
care stabilization trust fund is a speci al
fund in the treasury outside the general
revenue fund.

(b) The fund is conposed of:

(1) nroney transferred to the fund
at the direction of the |egislature;

(2) gifts and grants contri buted
to the fund; and

(c) The trustee shall adm nister the
fund. . . . In admnistering the fund, the
trustee shall make investnents in a manner
t hat preserves the purchasi ng power of the
fund' s assets.

(d) Mney in the fund may not be spent
for any purpose, except that the interest and
i nvestnment returns of the fund may be
appropriated only for the purpose of
stabilizing the cost of state and partici pant
contributions for health care coverage under
this Act by mnimzing to the greatest extent



possi bl e increases in those contributions.

(e) The fund is exenpt fromthe
application of Section 403.095, Governnent
Code.

Revi sor's Note

(1) Section 16C, V.T.1.C Article
3.50-2, which establishes the enpl oyees
heal th care stabilization trust fund, was
enacted by Senate Bill 1130, Chapter 1541,
Acts of the 76th Legislature, Regul ar
Session, 1999. The final action by the
| egislature in enacting Senate Bill 1130 took
pl ace on May 29, 1999. House Bill 3084,
Chapter 1045, Acts of the 76th Legi sl ature,
Regul ar Session, 1999, attenpted to abolish
the trust fund. The final action by the
| egislature in enacting House Bill 3084 took
pl ace on May 26, 1999. Section 311.025,
Gover nnment Code (Code Construction Act),
provides that "if statutes enacted at the
same or different sessions of the legislature
are irreconcilable, the statute latest in
date of enactnent prevails” and that "the
date of enactnent is the date on which the
| ast |l egislative vote is taken on the bill
enacting the statute.” Section 312.014,
Governnment Code, contains identica

provisions. The bill establishing the fund
irreconcilably conflicts with the bill
abolishing it. Because the bill establishing

the fund was finally passed by the

| egi sl ature after the date on which the bil
abol i shing the fund was finally passed, the
revised |law gives effect to the establishnment
of the fund.

(2) Section 16C(a), V.T.1.C Article
3.50-2, refers to the enpl oyees' health care
stabilization trust fund as a "special" fund.
The revised | aw del etes the designation of
the fund as being "special" because that
designation is unnecessary. The designation
of a fund as a "special" fund has no | egal
effect.

(3) Section 16C(a), V.T.I.C Article
3.50-2, refers to "a special fund in the
treasury outside the general revenue fund."
The revised law omts the reference to



"out side the general revenue fund" as
unnecessary because the creation of a
separate fund in the treasury neans the fund
is outside the general revenue fund.
Revi sed Law
Sec. 1551.406. | NVESTMENT OF FUNDS. (a) Under the standard
of care provided by Section 815.307, Governnent Code, the board
of trustees may nmanage and has full power to invest and reinvest
t he nmoney in:
(1) the enployees life, accident, and health insurance
and benefits fund;
(2) the state enployees cafeteria plan trust fund; and
(3) the enployees' health care stabilization trust

f und.

(b) The earnings, including interest on noney in the fund
and proceeds fromthe sale of any investnments, beconme a part of
the fund. (V.T.1.C Art. 3.50-2, Secs. 16(c), 16B(e), 16C(b)

(part), (c) (part).)
Source Law

[ Sec. 16]

(c) The trustee shall have full power
to invest and reinvest any of the noney in
the fund under the standard of care provided
by Section 815.307, Governnment Code. The
interest on and the proceeds fromthe sale of
t hese obligations becone a part of the fund.

[ Sec. 168B]

(e) The trustee may, under the standard
of care provided by Section 815.307,
Gover nment Code, invest and reinvest any of
the noney in the State Enpl oyees Cafeteria
Plan Trust Fund. The interest on, earnings
of, and the proceeds fromthe sale of the
i nvestnments becone a part of the trust fund.
[ Sec. 16C]

(b) The [enpl oyees' health care
stabilization trust] fund is conposed of:

(3) the returns received as
interest on, and frominvestnent of, noney in
t he fund.

(c) . . . The trustee may nmanage and
invest the noney in the fund under the
standard of care provided by Section 815. 307,
Gover nment Code.



Revisor's Note
Section 16(c), V.T.1.C Article 3.50-2,
refers to the power to invest noney in the
fund and to the "interest on and proceeds
fromthe sale of these obligations.” It is
clear fromthe context of that section that
"these obligations"” refers to investnents of
the fund. The revised law is drafted
accordingly.
Revi sed Law
Sec. 1551.407. MNMANAGEMENT OF ASSETS. The board of trustees
may conmi ngle for investnment purposes the assets of a fund
created under this chapter with another fund created under this
chapter or any other trust fund adm nistered by the board if the
board mai ntains and credits proportionate ownership records.
(V.T.1.C. Art. 3.50-2, Sec. 16A.)
Source Law

Sec. 16A. The trustee may conmmingle for
i nvest ment purposes the assets of any fund
created under this Act with any other fund
created under this Act or any other trust
fund adm nistered by the trustee, as |long as
proportionate ownership records are
mai nt ai ned and credited.

[ Sections 1551.408-1551. 450 reserved for expansion]

SUBCHAPTER J. GROUP BENEFI TS ADVI SORY COW TTEE
Revi sed Law
Sec. 1551.451. DEFINITION. In this subchapter, "conmttee"
means the group benefits advisory comrittee. (New.)
Revi sor's Note
The definition of "conmttee" is added
to the revised | aw for drafting conveni ence
and to elimnate frequent, unnecessary
repetition of the substance of the
definition.
Revi sed Law
Sec. 1551.452. NUMBER OF MEMBERS. The conmittee is conposed
of 26 voting nenbers as provided by this subchapter. (V.T.1.C
Art. 3.50-2, Sec. 18(a) (part).)
Source Law

Sec. 18. (a) The group benefits
advisory commttee is conposed of 26 voting
menbers as provided by this section.



Revi sed Law

Sec. 1551.453. MEMBERS REPRESENTI NG STATE AGENCI ES. (a)
The follow ng state agencies are entitled to be represented by
one nenber each on the conmttee:

(1) the office of the attorney general;
(2) the office of the conptroller

(3) the Railroad Conm ssion of Texas;
(4) the General Land Ofice; and

(5) the Departnent of Agriculture.

(b) A conmittee nenber described by Subsection (a) may, as
determ ned by rule by the governing body or officer of the state
agency the nenber represents, be:

(1) appointed by the governing body or officer of the
agency; or
(2) elected by and fromthe enpl oyees of the agency.

(c) The eight largest state agencies that are governed by
appoi nted officers, not including the agencies |isted under
Subsection (a) or institutions of higher education, are entitled
to be represented by one nenber each on the commttee.

(d) A conmittee nmenber described by Subsection (c) is
el ected by and fromthe enployees of the state agency the nenber
represents.

(e) The board of trustees shall appoint one conmttee
menber who is an enployee of a state agency eligible for
menbership in the Texas Small State Agency Task Force.

(f) Not nore than one enployee froma particular state
agency may serve on the commttee. (V.T.1.C Art. 3.50-2, Sec.

18(a) (part).)

Source Law

(a) . . . The office of the attorney
general, the office of the conptroller, the
Rai | road Comm ssion of Texas, the General
Land O fice, and the Departnent of
Agriculture are entitled to be represented by
one nenber each on the conmttee, who nmay be
appoi nted by the governing body of the state
agency or elected by and fromthe enpl oyees
of the agency, as determined by rule by the
governi ng body of the agency. One enpl oyee
shal |l be elected fromeach of the remaining
ei ght | argest state agencies that are
governed by appointed officers by and from
t he enpl oyees of those agencies. . . . One
menber shall be a state enployee of a state
agency eligible for menbership in the Texas
Smal | State Agency Task Force, appointed by
the trustee. Not nore than one enpl oyee from



a particular state agency may serve on the
comittee.

Revi sor's Note

(1) Section 18(a), V.T.1.C Article
3.50-2, refers to the governing body of
certain state agencies, including the office
of the attorney general, the office of the
conptroller, the General Land Ofice, and the
Department of Agriculture. Since these state
agenci es do not have governing bodies, the
revised law refers to the "governing body or
officer" of the relevant state agenci es.

(2) Section 18(a), V.T.1.C Article
3.50-2, refers to "the remaining eight
| argest state agencies that are governed by
appointed officers.” The revised | aw
clarifies that institutions of higher
education are not included in this group of
agenci es because Section 1551.003 of this
chapter defines the term"state agency" to
include institutions of higher education.
Representatives for institutions of higher
education are governed by the portion of
Section 18(a), V.T.I.C Article 3.50-2,
revi sed as Section 1551. 454.

Revi sed Law

Sec. 1551.454. MEMBERS REPRESENTI NG | NSTI TUTI ONS OF HI GHER
EDUCATI ON. (a) The seven largest institutions of higher
education, as determ ned by the nunber of enployees on the
payroll of an institution, are entitled to be represented by one
menber each on the conmttee.

(b) A conmittee nenber described by Subsection (a) nust be
el ected from anong indi vidual s who have each been nom nated by a
petition signed by at |east 300 enpl oyees.

(c) The Texas Hi gher Education Coordinating Board shal
appoint two conmittee nmenbers who are enpl oyees of institutions
of higher education, other than those institutions described by
Subsection (a).

(d) Not nore than one enpl oyee froman institution of
hi gher education may serve on the commttee. (V.T.I.C
Art. 3.50-2, Sec. 18(a) (part).)

Source Law

(a) . . . Each of the seven |argest
institutions of higher education, as
determ ned by the nunber of enpl oyees on the
payroll of an institution, shall elect one



menber of the conmttee from anong persons
who have each been nomi nated by a petition
signed by at |east 300 enpl oyees. Two
menbers shall be enpl oyees of institutions of
hi gher education, other than the seven

| argest institutions of higher education, who
are appoi nted by the Texas Hi gher Education
Coordi nati ng Board, but not nore than one
enpl oyee shall be fromany one

i nstitution.

Revi sed Law

Sec. 1551.455. MEMBERS REPRESENTI NG PRI VATE SECTOR. (a)
The governor shall appoint to the conmttee one nenber fromthe
private sector who is an expert in enployee benefit issues.

(b) The lieutenant governor shall appoint to the committee
one nmenber fromthe private sector who is an expert in enployee
benefit issues. (V.T.1.C. Art. 3.50-2, Sec. 18(a) (part).)

Source Law

(a) . . . One nenber shall be an
expert in enployee benefit issues fromthe
private sector, appointed by the governor.
One nenber shall be an expert in enployee
benefits issues fromthe private sector,
appoi nted by the |ieutenant governor.

Revi sed Law
Sec. 1551.456. RETIRRED STATE EMPLOYEE. The board of
trustees shall appoint to the conmttee one nenber who is a
retired state enployee. (V.T.I.C. Art. 3.50-2, Sec. 18(a)

(part).)

Source Law

(a) . . . One nenber shall be a
retired state enpl oyee appointed by the
t rust ee.

Revi sed Law
Sec. 1551.457. EXECUTI VE DI RECTOR. The executive director
is a nonvoting nmenber of the commttee. (V.T.1.C Art. 3.50-2,
Sec. 18(a) (part).)

Source Law

(a) . . . One nonvoting nmenber shal
be the executive director of the Enpl oyees
Retirement System of Texas.



Revi sed Law
Sec. 1551.458. TERM A nenber of the commttee is appointed
or elected for a three-year term (V.T.1.C Art. 3.50-2, Sec.
18(b) (part).)

Source Law

(b) Al nenbers of the commttee shal
be appointed or elected for three-year
terms.

Revi sed Law
Sec. 1551.459. VACANCY. (a) The governing body or officer
of a state agency, including an institution of higher education,
shall appoint to the conmttee an enpl oyee of the agency to fil
t he remai nder of a vacated termof an enployee fromthe agency.
(b) The officer who originally appointed a conm ttee nenber
fromthe private sector shall appoint an individual to fill the
remai nder of that commttee nenber's vacated term (V.T.1.C
Art. 3.50-2, Sec. 18(b) (part).)
Source Law

(b) . . . During a termof appointnent
or election, state enpl oyee vacanci es shall
be filled by an enpl oyee of the sanme agency
from whi ch the vacancy occurred appoi nted by
t he governing body of the agency or
institution for the bal ance of the vacated
term A vacancy in a position held by a
menber of the private sector shall be filled
by the officer who originally nmade the
appoi ntment to that position.

Revi sed Law
Sec. 1551.460. PRESIDI NG OFFI CER. The nenbers of the
commttee shall elect a presiding officer fromthe commttee's
menbership to serve a one-year term (V.T.1.C Art. 3.50-2, Sec.

18(a) (part).)

Source Law

(a) . . . The nenbers shall elect a
presiding officer fromtheir nmenbership to
serve a one-year term

Revi sed Law
Sec. 1551.461. DUTIES OF COW TTEE. The commttee shall:
(1) advise and consult with the board of trustees on
matters concerning all group coverages provided under this
chapter;




(2) present recommendations to the board regarding
ot her existing or proposed state enpl oyee benefits, other than
retirement benefits; and

(3) cooperate and work with the board in coordinating
and correlating the adm nistration of the group benefits program
anong the various state agencies. (V.T.1.C Art. 3.50-2, Sec.
18(c) (part).)

Source Law

(c) The group benefits advisory
commttee shall advise and consult with the
trustee on matters concerning all insurance
coverages provided under this Act and shal
present recomrendations to the trustee
regardi ng other existing or proposed state
enpl oyee benefits, other than retirenent
benefits. The conmm ttee shall cooperate and
work with the trustee in coordinating and
correlating the adm nistration of the
Enpl oyees Uni form G oup | nsurance Program
anong the various state departnents and
agenci es.

Revi sed Law
Sec. 1551.462. DUTIES OF COWM TTEE MEMBERS. (a) A
comm ttee nmenber shall secure input fromfellow enpl oyees.
(b) A nenber's service on the commttee is in addition to
the duties of the nenber's enploynent or state office
(c) An expense incurred by a nenber in performng a duty as
a nmenber of the commttee shall be paid fromfunds nmade avail abl e
for that purpose to the state agency of which the nenber is an
enpl oyee or officer. (V.T.1.C. Art. 3.50-2, Sec. 18(c) (part).)
Source Law

(c) . . . The duties of each nenber of
the group benefits advisory conmttee shal
be to secure input fromfell ow enpl oyees and
shal | be considered additional duties
requi red of the nenber's other state office
or enploynment and all expenses incurred by
any such menber in performng the nenber's
duties as a nenber of the commttee shall be
paid from funds nade avail able for those
pur poses to the agency or departnment of which
the nmenber is an enpl oyee or officer.



Revi sor's Note
(End of Chapter)

(1) The revised law omts Section
11(e)(4), V.T.1.C Article 3.50-2, because,
by its owmn terns, it is expired. The omtted
| aw reads:

(4) A participant who retired on
or after Decenber 31, 1995, but before
Septenber 1, 1997, and who el ected at the
time of retirenment to continue the maxi mum
optional termlife insurance anount avail abl e
to aretiree at the tine, may reinstate,
prospectively, the | evel of optional group
termlife insurance in force on the
participant's life imediately before the
participant's retirenment, not to exceed the
maxi mum coverage set for retirees in
Subdi vision (2) of this subsection. This
subdi vi si on expires Decenber 31, 1997.

(2) The revised law omts Section 20,
V.T.1.C. Article 3.50-2, relating to the
effective date of the act, because that
provision is executed. The omtted |aw
reads:

Sec. 20. This Act shall beconme effective
Septenber 1, 1975, but no insurance coverages
shal | be provided hereunder until such tine
as the trustee shall have nmade a study of the
coverages and benefits authorized by this Act
and gathered the necessary statistical data
and information to secure such group
i nsurance and the Texas Legislature has
appropriated the funds necessary to provide
t he insurance coverages and benefits provided
for in this Act; provided, however, that
subject only to the legislature's
appropriating the necessary funds, group
i nsurance coverages for state enpl oyees
contenplated by this Act shall be provided
begi nni ng not | ater than Septenber 1, 1976.
Departments are specifically authorized to
continue or initiate state enpl oyee insurance
pl ans and policies with state financi al
participation until the date and tine this
Act is inplenented; provided, however, that
any experience rating refunds becom ng



payabl e to such departnent under any such

pl ans or policies on or after the date and
time this Act is inplenmented shall be paid to
t he Enpl oyees Life, Accident, and Health

| nsurance and Benefits Fund, and such paynent
shall be deened paynent to such departnent.

(3) Section 21, V.T.1.C Article
3.50-2, provides that the section headings in
the article do not affect the meaning of any
of the provisions of the article. The
revised law omts this provision as
unnecessary because Section 311.024,

Gover nnent Code (Code Construction Act),
applicable to the revised | aw, provides that
"[t]he heading of a . . . section does not
[imt or expand the neaning of a statute."”
The omtted | aw reads:

Sec. 21. Section headings contained in
this Act shall not be deemed to govern,
[imt, expand, nodify, or in any manner
affect the scope, nmeaning, or intent of the
provi sions of any section hereof.

(4) The revised law omts Section 22,
V.T.1.C. Article 3.50-2, providing that the
article is severable, because that provision
duplicates Section 311.032, Governnent Code
(Code Construction Act), applicable to the
revised law, and Section 312.013, Governnent
Code. Those provisions state that a
provision of a statute is severable from each
ot her provision of the statute that can be
given effect. The omtted | aw reads:

Sec. 22. If any word, phrase, clause,
par agr aph, sentence, part, portion, or
provision of this Act or the application
t hereof to any person or circunstance shal
be held to be invalid or unconstitutional,
the remai nder of the Act in all its
particulars and as to all other persons and
ci rcunst ances shall be valid and of ful
force and effect, and the |egislature hereby
declares that this Act would have been
enacted wi thout such invalid or
unconstitutional word, phrase, clause,
par agr aph, sentence, part, portion, or
provision; and to this end the provisions of



Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

this Act are declared to be severable.

(5) Section 23, V.T.1.C. Article
3.50-2, repeals all laws in conflict with
that article. The revised law omts this
provi sion as unnecessary because, under
general rules of statutory construction, a
statute automatically has the effect of
repealing prior conflicting enactnments. The
provision is, of course, ineffective to
repeal subsequent |egislation. The omtted
| aw r eads:

Sec. 23. Al laws or parts of laws in
conflict with this Act are hereby repealed to
t he extent of such conflict only.
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CHAPTER 1552. GROUP LONG TERM CARE | NSURANCE FOR STATE

Sec.

EMPLOYEES
Revi sed Law

1552.001. DEFINITIONS. In this chapter, "annuitant,"”
"board of trustees,” and "enpl oyee" have the neani ngs assi gned by
Section 1551.003. (V.T.1.C. Art. 3.50-2A, Subsec. (a)(2).)

Source Law

Art. 3.50-2A
(a) In this article:

(2) "Enployee" and "trustee" have
t he neani ngs assi gned by Section 3, Texas
Enpl oyees Uniform Group I nsurance Benefits
Act (Article 3.50-2, Vernon's Texas |nsurance
Code) .

Revisor's Note

(1) Subsection (a)(2), V.T.1.C. Article
3.50-2A, provides that the definition of
"enpl oyee" has the neani ng assi gned by
Section 3, V.T.1.C. Article 3.50-2. That
definition is referenced in Section 1551. 003.
Under Section 3, the term "enpl oyee" incl uded




an "annuitant." Subsequent provisions of
Article 3.50-2A refer to an enpl oyee,
"including a retired enpl oyee.” To continue
t he meaning of the revised | aw wi t hout change
in the context of the revision, the revised
l aw al so includes a reference to the
definition of "annuitant” from Section 3,
V.T.1.C. Article 3.50-2, also referenced in
Section 1551.003. Appropriate changes are
made t hroughout this chapter
(2) Subsection (a)(2), V.T.1.C. Article
3.50-2A, defines "trustee" for purposes of
this chapter as having the nmeani ng assi gned
that termby Section 3, V.T.I.C. Article
3.50-2, revised as Section 1551.003. Section
3 defines "trustee" as neaning "the Board of
Trustees provided for in Chapter 815,
Government Code, to adm nister the Enpl oyees
Retirement System of Texas." For clarity and
conveni ence, the revised | aw substitutes
"board of trustees" for "trustee" as the
defined termand substitutes the text of the
definition instead of a cross-reference. The
substitution of "board of trustees" for
"trustee" is also made throughout this
chapter to reflect the change made in this
secti on.
Revi sed Law
Sec. 1552.002. ESTABLI SHVENT OF PROGRAM (a) The board of
trustees may establish a group long-termcare insurance program
to provide long-termcare insurance coverage for
(1) an individual eligible to participate in the
program provi ded by Chapter 1551 as an enpl oyee or annuitant;
(2) the spouse, parent, or grandparent of an enpl oyee
or annuitant; and
(3) a parent of a spouse described by Subdivision (2).
(b) The board of trustees may not inplenent a group
| ong-term care insurance program unl ess any cost or
adm ni strative burden associated wth the devel opnent of,
i npl ementation of, or communications about the programis
incidental. (V.T.I.C. Art. 3.50-2A, Subsecs. (b), (d) (part).)
Source Law

(b) The trustee may establish a group
| ong-term care i nsurance programto provide
| ong-term care i nsurance coverage for

(1) an enployee, including a
retired enpl oyee;



(2) a spouse of an enpl oyee,
including a retired enpl oyee;

(3) a parent or grandparent of an
enpl oyee, including a retired enpl oyee; and

(4) the parent of a spouse of an
enpl oyee, including a retired enpl oyee.

(dy . . . The trustee may not i nplenent
the group long-term care insurance program
under this section unless any cost or
adm ni strative burden associated with the
devel opnent of, inplenentation of, or
conmuni cati ons about the programis
i nci dent al .

Revi sor's Note
Subsection (b), V.T.1.C. Article
3.50-2A, refers to "an enployee, including a
retired enpl oyee.” For consistency of
term nol ogy, the revised | aw substitutes "an
individual eligible to participate in the
program provi ded by Chapter 1551 as an
enpl oyee or annuitant."” See also Revisor's
Note (1) to Section 1552.001.
Revi sed Law
Sec. 1552.003. ADM NI STERING FIRM  The board of trustees
may select an adm nistering firmto adm nister the group
| ong-term care insurance program under contract with the board.
(V.T.1.C. Art. 3.50-2A, Subsec. (c) (part).)
Source Law

(c) The trustee may sel ect an
admnistering firmto adm nister the program
under contract to the trustee.

Revi sed Law
Sec. 1552.004. PREM UMS. (a) The adm nistering firm shal

bill each program participant directly for prem uns and any ot her
program costs. Each participant is responsible for required
paynent s.

(b) Premuns and program costs may not be deducted froma
program participant's nonthly conpensation or annuity. (V.T.1.C.
Art. 3.50-2A, Subsec. (c) (part).)

Source Law

(c) . . . The admnistering firm shal
bill each program participant directly for
prem uns and any ot her program cost, and the



program participant is responsible for the
required paynment. The prem uns and program
cost may not be deducted from an enpl oyee's
nont hly conpensation or a retired enpl oyee's
annuity.

Revi sed Law
Sec. 1552.005. PROGRAM NOT PART OF OTHER GROUP COVERAGES.
(a) The group long-termcare insurance programis not part of
the group coverages offered under Chapter 1551.
(b) The state may not contribute any part of the prem uns
for coverage offered under this chapter. (V.T.I.C Art. 3.50-2A,
Subsec. (d) (part).)

Source Law

(d) The group long-termcare insurance
programis not part of the group coverages
of fered under the Texas Enpl oyees Uniform
G oup Insurance Benefits Act (Article 3.50-2,
Vernon's Texas I nsurance Code), and the state
may not contribute any part of the prem uns
for coverage offered under this
article.

Revi sed Law
Sec. 1552.006. RULES. The board of trustees may adopt rules
as necessary to inplenent this chapter, including rules
speci fying the coverage to be offered under the group long-term
care insurance program (V.T.1.C Art. 3.50-2A, Subsec. (e).)
Source Law

(e) The trustee may adopt rules as
necessary to inplenent this article,
i ncluding rules specifying the coverage to be
of fered under the group long-termcare
i nsurance program

Revi sor's Note
(End of Chapter)

Subsection (a)(1), V.T.I1.C. Article
3.50-2A, provides a definition of
"adm nistering firm" The revised |law omts
this definition as unnecessary because the
substance of the definition is included in
the operative terns of the statute. The
omtted | aw reads:

[(a) In this article:]
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(1) "Admnistering firnl' neans a
firmdesignated by the trustee to adm nister
the group long-term care insurance program
under this article.
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